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THE FUNCTIONAL CONCEPT IN MARKETING 


EARL S$. FULLBROOK 
University of Nebraska 


HE FUNCTIONAL approach in study- 
y pot marketing is almost as old as 
marketing literature. Following its early 
introduction it received wide acceptance 
by writers in the field and it has con- 
tinued to hold a very important place 
in marketing literature and teaching. 
Today it is the exception when any 
general work on marketing does not 
give some attention to marketing func- 
tions. Not only has the functional ap- 
proach come to be common in marketing 
books but it is found frequently in texts 
used for courses in principles of eco- 
nomics and for introductory courses in 
the field of business organization and 
management. 

In spite of the length of time the 
functional concept has been in use and 
in spite of its wide currency at the 
present time, it appears that little has 
been accomplished since the early years 


toward any significant refining of the 
concept. It is apparent from any careful 
survey of the material in the field that 
there is no very clear-cut and generally 
accepted interpretation of, or method 
of handling, marketing functions. The 
writer believes the functional approach 
can be a very useful device but contends 
that a great deal must be done in further 
developing it before its real possibilities 
can be realized. The following pages aim 
to emphasize this need and to suggest 
the lines along which further develop- 
ment should proceed. 


ORIGIN 


Credit for originally introducing the 
functional concept to marketing belongs 
to A. W. Shaw, one of the pioneers in the 
field of marketing literature, whose writ- 
ings “mark the real beginning of the 
scientific analysis of marketing prob- 
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lems.”! He dealt with marketing func- 
tions in his paper on “‘Some Problems in 
Market Distribution” which was pub- 
lished in 1912.2 This was three years 
before the period of 1915 to 1917 which 
Converse has designated as the “‘first or 
pioneer period” in marketing literature.* 
The functional concept, therefore, ex- 
tends back to the very beginning of 
marketing literature. 

Not long after Shaw introduced the 
functional approach into marketing, 
others began to use and to develop it. 
Important among those using and con- 
tributing to the development of the idea 
in the early years were Weld, Chering- 
ton, Vanderblue, and Macklin. 


INTERPRETATIONS OF EARLY WRITERS 


In introducing the subject into mar- 
keting, Shaw spoke not of functions of 
marketing but of functions of middle- 
men. Although he offered no formal 
definition of the term, his treatment 
makes it clear that he thought of func- 
tions as steps or tasks to be performed 
by someone in the process of marketing 
goods. He explained that they might be 
divided between middlemen on an area 
basis or on a functional basis or that 
they might be distributed on one basis 
at one time and on another basis at 
another time.‘ If functions can be allo- 
cated to distributive agencies in a vari- 
ety of ways it must follow that they are 
tasks which can be divorced from, and 
treated separate from, the agencies 
which perform them. 


1 Homer B. Vanderblue, “The Functional Approach 
to the Study of Marketing,” Yournal of Political Econ- 
omy, Vol. XXIX (October, 1921), p. 676. 

2 A. W. Shaw, “Some Problems in Market Distribu- 
tion,” Quarterly Journal of Economics, Vol. XXVI 
(August, 1912), pp. 703-765. 

* Paul D. Converse, “The First Decade of Marketing 
Literature,” Natma Bulletin Supplement, November, 
1933, Pp. I. 

4A. W. Shaw, Some Problems in Market Distribution 
(Cambridge, Harvard University Press, 1915), pp. 76- 
77- 


Weld wrote at some length on market- 
ing functions in 1917.° He defined them 
as: “The services that must be per- 
formed in getting commodities from pro- 
ducer to consumer.’® This definition 
indicates that Weld regarded functions 
as tasks and his discussion leaves no 
doubt about the interpretation. He de- 
scribed marketing functions as essen- 
tial steps involving various difficulties, 
which are more difficult to perform for 
some commodities than for others, and 
which require that in each case the 
methods of performance be adapted to 
the needs. 

Cherington gave considerable atten- 
tion to marketing functions in The Ele- 
ments of Marketing which appeared in 
1920. More definitely than any of his 
predecessors he stressed the need for 
analyzing the functions separate from 
their actual performance—the need “‘to 
get back of the forms of distribution to 
the actual functions.””? He believed that 
if the functional approach was to be of 
much value in dealing with marketing 
problems, it was essential that the prob- 
lems involved, not the agencies used, be 
given prime consideration—that atten- 
tion be fixed ‘‘not upon the forms of 
devices which have been developed and 
which must be regarded as temporary 
and external features, but rather, upon 
the functions of marketing as the per- 
manent element of the problem.’ Func- 
tionaries, he pointed out, are constantly 
changing while functions cannot undergo 
corresponding change.°® 

The same distinction between func- 
tions and agencies was implied, at least, 
by Vanderblue in 1921. He believed the 


51. D. H. Weld, “Marketing Functions and Mer- 
cantile Organization,” American Economic Review, Vol. 
VII (June, 1917), pp. 306-318. 

6 Thid., pp. 317-318. : 

7 Paul T. Cherington, Elements of Marketing (New 
York, The Macmillan Company, 1920), p. 44- 

8 Tbid., p. 56. 

® Thid., p. 50. 
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functional approach was the logical one 
“because the specialists exist to perform 
certain functions” and “because the 
problems involved in the marketing ma- 
chinery and marketing process can be 
developed and isolated by an exposition 
in terms of the functions performed.’’” 

Also in 1921 there was published 
Macklin’s Efficient Marketing for Agri- 
culture, which contained a discussion of 
marketing functions, although they were 
designated as marketing services. The 
study of marketing, he states, in order to 
be practical “‘must examine the methods 
of rendering these services and the 
agencies which provide them” and 
“must examine the various marketing 
services and determine why they are 
performed.” The confusion of services 
with methods or agencies, he adds, 
“blurs the whole subject of marketing” 
and “‘has rendered futile much of the 
marketing criticism up to the present 
time.’ 

Thus the writers who first dealt with 
marketing functions treated them as 
necessary steps or tasks to be performed 
in the process of getting goods from 
producers to consumers. They generally 
regarded the functional treatment as a 
means of analyzing what had to be done 
to get goods from producers to con- 
sumers and as providing a basis for 
determining how the job could be done 
best. They maintained definite distinc- 
tions between the work to be done (func- 
tions) and the means of doing it (func- 
tionaries). 


CURRENT TREATMENT OF FUNCTIONS 


Three general methods of handling 
marketing functions are in current use. 


'© Homer B. Vanderblue, ““The Functional Approach 
to the Study of Marketing,” Journal of Political Econ- 
omy, Vol. XXIX (October, 1921), p. 682. 

't Theodore Macklin, Efficient Marketing for Agricul- 
ture (New York, The Macmillan Company, 1922), pp. 
29, 280-281. 


The least effective of these, and hardly 
meriting recognition as a method of 
treatment, is to list the functions and, 
in a few brief statements, attempt to 
indicate the nature of each. Little is done 
to show their significance or to relate 
them to the rest of the material. 

A second method is to list the func- 
tions and then describe them primarily 
by describing the ways in which they are 
performed. This tends to result in a 
description of the agencies and methods 
used to perform the functions—a de- 
scription of marketing machinery and 
processes. From such a treatment there 
is great danger the reader will conclude 
that a function is an activity to be 
considered only in terms of how it is 
performed. It is the result which Mack- 
lin warned against—a confusion of serv- 
ices with methods or with agencies 
which blurs the whole subject of market- 
ing. 

The third procedure, which follows 
most closely the lead of those who intro- 
duced and developed the concept, is to 
list the functions and to explain, more or 
less adequately, the problems encoun- 
tered in the performance of each. In this 
approach a function is considered as a 
service or task to be performed and an 
analysis is made to determine exactly 
what must be done to secure an efficient 
performance of each. Such an analysis 
tends to maintain a separation between 
the problems involved in the functions 
and the machinery used in performing 
them. 

The above methods may easily be 
combined and this is what many writers 
tend to do. The results, however, tend 
to be inconsistent, in that some func- 
tions are analyzed in terms of the prob- 
lems to which they give rise while the 
treatment of others consists of little 
more than a description of how they are 
performed 1n current marketing practice. 
Such a combination is hardly logical. 
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Something of the situation which 
exists today, at least among teachers of 
marketing, is indicated in the Report of 
the Committee on Definitions of the Na- 
tional Association of Marketing Teach- 
ers in 1935, where it is stated that: 


During the past year the Committee has 
attempted to deal with two marketing terms 
which seem to represent the ultra ultimate 
in confusing and diversity of usage. These 
two terms are “Marketing Function” and 
“Wholesaling.” There is pretty general 
agreement as to what constitutes a satis- 
factory formal definition of the former of 
these terms. No great degree of agreement 
exists among those interested in marketing, 
however, as to the specific activities which 
should be classified as marketing functions.” 


The wide differences of opinion exist- 
ing among those interested in marketing, 
as to what the significant functions are, 
suggest that the acceptance of a formal 
definition does not mean a great deal, 
and the variations in the way the term 
is used in marketing discussions further 
suggest that the ability to agree on a 
formal definition does not insure a com- 
mon interpretation of the term when 
put to use. Not only do we find signifi- 
cant differences in ideas as to what 
should be included in the list of market- 
ing functions but there are also funda- 
mental variations in ideas as to just 
what marketing functions involve. It 
would appear, therefore, that further 
study of the functional concept is 
needed. 


Uses OF THE FUNCTIONAL APPROACH 


The introduction, development, and 
continued use of the functional approach 
in marketing must be due to a belief 
that it offers certain significant advan- 


12 Report of the Committee on Definitions, published by 
the National Association of Marketing Teachers, May, 
1935, Pp. 13. 


tages. As a basis further discussion, 
consideration needs to be given to these 
advantages, since the definition and 
interpretation of marketing functions 
should be developed with due considera- 
tion of the uses or purposes to which the 
concept is to be put. 

To Weld, the functional approach 
offered a method of outlining the field 
of marketing and emphasizing the vari- 
ous and numerous activities involved in 
it. Because many people, even though 
realizing that there are functions to be 
performed, have no appreciation of their 
complexity or the difficulties of perform- 
ing them, he says “‘a classification of 
marketing functions is absolutely funda- 
mental to a study of and an understand- 
ing of the marketing machinery.” 

To Vanderblue, the functional ap- 
proach supplied a basis for analyzing 
marketing problems. According to his 
view the analysis of marketing problems 
along functional lines conforms with 
both the market structure and commer- 
cial practice and “‘is the logical approach 
in dividing the larger problem into its 
constituent problems, which can be con- 
sidered singly, and then brought to- 
gether in a consideration of the problem 
as a whole.’’!4 

In many current treatments these 
same advantages of the functional ap- 
proach are stressed. Clark says: 


So important are these functions to the 
marketing process that the best approach to 
many of the problems involved in marketing 
—whether the object is to understand gen- 
eral marketing processes or the processes 
used in marketing particular products—is 
an understanding of these essential services. 
Such knowledge enables one to understand 
why middlemen exist, why marketing is 
costly, why certain marketing institutions 
and devices have developed, and often 


8 Weld, op. cit., p. 306. 
4 Vanderblue, op. cit., p. 682. 
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furnishes the best approach to the solution 
of specific marketing problems." 


According to Converse the: 


reader who is to understand the discussion 
of middlemen and commodities fully, should 
first have some knowledge of the various 
marketing functions.... The reader can 
then have them in mind while studying 
middlemen and commodities, and thus be 
in a better position to understand and criti- 
cize the activities of the middlemen and the 
methods by which goods are marketed." 


The functional approach, Killough 
states: 


attempts to apply to marketing, methods 
of analysis that have been employed with 
gratifying results in the scientific study of 
factory management. This approach breaks 
the subject up into processes that must be 
performed in the movement of goods from 
farm or mine to factory and from factory or 
farm to ultimate consumers... . / Analysis of 
the marketing functions, one by one, con- 
tributes to a clearer understanding of the 
different elements of marketing cost and 
facilitates selection or creation of agencies 
which perform the functions most eco- 
nomically.!7 


These and many similar comments are 
evidence that the functional approach is 
thought to serve important uses. Briefly 
summarized, the possibilities of the func- 
tional method in studying marketing 
are: 

1. It is a method of defining the field. 
Marketing is defined as including ‘‘those 
business activities involved in the flow 
of goods and services from production 
to consumption.”!§ What are these ac- 


® Fred E. Clark, Principles of Marketing (New York, 
The Macmillan Company, 1932), p. 11. 

* Paul D. Converse, The Elements of Marketing 
(New York, Prentice-Hall, Inc., 1938), p. 24. 

“Hugh B. Killough, The Economics of Marketing 
(New York, Harper and Brothers, 1933), p. 101. 

8 “Definitions of Marketing Terms,’’ Consolidated 
Report of the Committee on Definitions, National 
Marketing Review, Vol. 1 (Fall, 1935), p. 156. 


tivities? How can the number and 
variety of them best be distinguished 
and emphasized? It is very easy to over- 
look some of them and to underestimate 
the importance of others but the chance 
of doing so is. materially reduced by the 
functional method. It affords an ad- 
vantageous way of describing the rami- 
fications and complexities of the field 
of distribution and of explaining the 
high costs of marketing. 

2. Study along functional lines pro- 
vides a good basis for understanding 
marketing agencies and processes. By 
analyzing them in terms of the functions 
they perform it is easier to determine 
why certain agencies exist, why certain 
methods are followed, and why certain 
costs are encountered. A full knowledge 
of the nature and significance of the 
several functions leads to a more com- 
plete understanding of all agencies and 
processes. 

3. The functional method provides a 
sound basis for analyzing marketing 
problems. The great majority of prob- 
lems in distribution cannot be solved 
satisfactorily without breaking them up 
into their elements. Functions provide a 
basis for doing so, whether the problem 
involves general marketing processes, 
methods of marketing individual com- 
modities, or individual marketing agen- 
cies and devices. Differences in the 
marketing of different types of commodi- 
ties can be explained in terms of func- 
tions; the marketing of a single product 
can be planned in terms of the functions 
that must be performed; and the need 
for, and efficiency of, individual institu- 
tions may be evaluated by ascertaining 
if they are performing essential functions 
more efficiently than could be done by 
some other institution or combination of 
institutions. 

These possibilities of the functional 
approach, however, are seldom realized 
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and it is the writer’s contention that if 
they are to be realized to any marked 
degree, it is essential that we have a 
more adequate interpretation and treat- 
ment of the functional concept. 


PROPOSED INTERPRETATION 


The interpretation of marketing func- 
tions proposed here is not a new one. It 
is merely a proposal that an idea found 
in the discussions of marketing functions 
from the beginning be developed to its 
logical conclusion. 

A function of marketing should be 
regarded strictly as a step, task, or 
service to be performed in getting goods 
from producers to consumers. This is in 
accord with the usual definition.’® That 
the performance of a function requires 
activity is granted. That it is logical to 
regard a function as an activity to be 
performed is also granted. To so regard 
it, however, increases the probability 
that attention will center upon the ac- 
tivities performed instead of upon the 
nature and extent of the job which has 
to be done and which gives rise to the 
activities. If it is not in accord with the 
usual meaning of the word to define a 
function in terms of what has to be done, 
some other term had better be substi- 
tuted. Breyer speaks of the “elements of 
the marketing task’’”?® and there is much 
in favor of some such designation. 

By regarding a function solely as a 
task or service that requires perform- 
ance, it can be analyzed entirely distinct 
from its actual performance and if the 
functional treatment is to yield signifi- 
cant results, such procedure is essential. 
The authors previously quoted have in- 


19 The definition of a marketing function recom- 
mended by the Committee on Definitions of the Na- 
tional Association of Marketing Teachers is: ““A major 
specialized activity performed in marketing.” National 
Marketing Review, Vol. 1 (Fall, 1935), p. 156. 

20 Ralph F. Breyer, The Marketing Institution (New 
York, McGraw-Hill Book Company, 1934), p. 5. 


dicated the desirability of analyzing in- 
stitutions and processes on a functional 
basis, but this is a productive method 
of attack only when, on one hand, the 
functions are treated as tasks to be done 
and, on the other, institutions and proc- 
esses are recognized merely as the 
agencies or methods for getting the 
tasks done. Only after gaining a clear 
understanding of the nature of a task 
and of what its performance requires, 
can one evaluate agencies or methods 
that are used, or might be used, in doing 
the job. 

The functions of marketing are readily 
adapted to such a treatment. They can 
be completely analyzed in terms of what 
the performance of each requires with 
little or no reference to the ways they 
are performed in practice. To do so 
results in a description of the problems 
encountered in getting goods from pro- 
ducers to consumers and affords a really 
sound basis for considering how these 
problems or tasks can be handled best. 

All marketing institutions and proc- 
esses have come into existence to per- 
form marketing functions. The justifica- 
tion for these agencies must be that they 
perform essential functions. It is neces- 
sary, then, that the tasks involved be 
outlined separately from their actual 
performance. The function is what is 
done. The agency used to do it should be 
selected and shaped according to the 
task it has to do. In other words, first 
determine the problem—what has to be 
done—and then determine the best way 
of doing it. After the functions involved 
in a given marketing problem have been 
analyzed adequately attention can be 
turned to the best methods of perform- 
ing them. 

To merely indicate some of the possi- 
bilities of the method, it is applied below 
to two representative marketing func- 
tions. 
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EXAMPLES OF PROPOSED TREATMENT 


The transportation function involves 
the movement of goods from places of 
production to places of consumption. 
It is an absolutely essential step in 
marketing because so few goods are con- 
sumed at the place where they are 
produced. 

What does the performance of the 
transportation function involve? Is it 
a simple or difficult task? Will its per- 
formance add much or little to the cost 
of getting products to consumers? Ob- 
viously the answer varies with different 
commodities and even for similar com- 
modities under different conditions. But 
why? What are the factors that cause 
these differences? Is it not possible to 
discover a group of factors which can 
be used to analyze the transportation 
function in relation to any commodity? 

While not offered as inclusive of all 
significant factors, the following suggests 
where the proposed type of analysis leads. 
The ease or difficulty of performing the 
transportation function for any com- 
modity is determined by such elements 
as the distance it must be moved, its 
value or bulk, the degree of its perish- 
ability, the speed with which it must be 
moved, and the ease with which it can 
be handled in loading and unloading. 

These factors can be applied to any 
commodity or group of commodities. As 
they are applied to different commodi- 
ties in an effort to ascertain what the 
transportation function involves, totally 
different results may be secured. For 
some items—bulky, perishable ones that 
must be moved long distances—it de- 
velops that the function is an expensive 
one: for other items valuable, durable 
ones—the transportation function is far 
less troublesome and costly. 

It should be observed that such an 
analysis of the transportation function 


steers clear of methods of performance. 
Applied to eggs, for instance, the anal- 
ysis runs along these lines. Eggs are 
very perishable and must be protected 
from both breakage and deterioration. 
This requires very careful packing, pro- 
tection from too cold and too warm 
weather, and careful handling in loading 
and unloading. Eggs, being somewhat 
bulky, require considerable shipping 
space. On the average they must be 
moved long distances. Where producers 
and consumers happen to be very close 
together the function is immensely sim- 
plified. 

Other products, like coal, are very 
bulky and must also be moved consider- 
able distances, but are very durable and 
lend themselves to easy methods of 
loading and unloading. In the case of 
still another type of good, such as 
jewelry, there is very small bulk and 
great value and, although it must be 
carefully packed and protected and often 
carried great distances, the transporta- 
tion function is relatively simple and 
inexpensive. 

From such an analysis, in which no 
consideration is given to methods of 
performance, even the beginner can 
easily see what the transportation func- 
tion amounts to, can realize that entirely 
different types of transportation facili- 
ties are needed for different products, 
and can understand why the cost of 
transportation is a big factor in the 
prices of some products and of little 
importance in others. 

As a second example consider buying, 
one of the so-called “typical marketing 
functions.” The function of buying in- 
volves having available for consumers 
what they want, when they want it. It 
includes having the right goods at the 
right place, at the right time, in the 
right quantities, and at the right prices. 
Since the average consumer uses so 
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many different commodities, produced 
in so many and widely scattered places, 
the task of arranging to have each and 
every one available is a very important 
and a very complicated assignment. 

What are the special phases of the 
buying function? As described by Con- 
verse, buying includes: (a) determining 
needs, (b) finding a seller, (c) negotiating 
price and other terms, and (d) payment, 
or arranging for credit.24 This break- 
down provides a satisfactory basis for 
starting the analysis but is only a be- 
ginning. It is desirable that each of 
these aspects be studied to determine 
what is required for its efficient per- 
formance. 

If the right goods are to be at the right 
place, someone must do a lot of planning. 
In order to determine needs, markets 
must be carefully studied. Such factors 
as income, age, sex, nationality, occupa- 
tions, business conditions, style move- 
ments, and price changes which affect 
the type and amount of goods purchased 
must be examined and evaluated. Some 
individual or institution must do it, but 
the job of doing it can be described ad- 
vantageously without describing the 
agencies that do it and the methods they 
use. In attempting to analyze the task, 
why complicate it by mixing in agencies 
that are, or might be, engaged in per- 
forming the task? To do so tends to 
color the thinking and the real nature of 
the problem involved is not properly 
determined. 

That striking differences are encoun- 
tered in trying to determine the needs for 
different commodities is obvious. For a 
staple commodity, like salt, few difficul- 
ties are met in determining needs, 
whether being done for the country as a 
whole, for a sectional market, or for the 
customers of a given retailer. People 


1 Converse, op. cit., p. $7. 


continue to consume about the same 
kind of salt in about the same quantities. 
On the other hand, to anticipate the 
demand for a product like women’s 
ready-to-wear gives rise to no end of 
difficulties. Women can be depended 
upon to buy something different than 
they purchased last time. Just what 
styles, colors, prices, and sizes will they 
want? And how much? Here the correct 
answers are not so easy to find. Methods 
of analyzing demand have to be de- 
veloped. 

Seeking sources of supply is the next 
phase of buying. An efficient perform- 
ance of this step requires more than 
merely finding some place where the 
desired goods can be purchased. A care- 
ful consideration of all potential sources 
is called for in order that the best ones 
can be selected. Hence the number, 
nature, and location of sources will 
determine how difficult is the perform- 
ance of this step for any particular 
commodity. For an item like fresh to- 
matoes the selection of sources is com- 
plicated because the sources may shift 
from week to week and month to month. 
First they must be obtained from one 
place, a little later in the season from 
another, and so on through the year. 
Furthermore the sources are not certain 
from year to year. A source that yields 
an abundant supply of fine tomatoes one 
year may offer only an inferior supply, 
or none at all, the next. Also there are 
so many widely scattered, small-scale 
producers that it is very difficult to 
know the possibilities of all of them. It 
is not surprising that many different 
agencies are involved in concentrating 
such produce in wholesale markets. 

Automobiles present a contrast in 
respect to sources. There are only a 
limited number of producers. These are 
large, well-known, and relatively stable 
from year to year. Furthermore, trade 
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names are very important and there is 
but a single source from which a given 
kind of car can be had. Here is one of the 
reasons why few types of middlemen are 
used in marketing automobiles. 

The remaining phases of the buy- 
ing function lend themselves to similar 
treatment, but it is unnecessary to go 
further to show that it is feasible to 
analyze marketing functions with little 
or no reference to how they are per- 
formed in practice and that doing so 
opens up much greater possibilities for 
making functions mean something and 
for making the functional approach 
serve constructive purposes. 


CoNCLUSION 


A thorough and consistent analysis of 
marketing functions in terms of what has 
to be done to perform them efficiently, 
instead of in terms of how they are done 
in practice would increase greatly the 
value to marketing of the functional 
concept. Such an analysis was suggested 
by those who originally introduced the 
idea, but too generally those who have 
followed in the field have not applied it. 
As a result the functional method has 
not accomplished what was expected of 
it and what it might accomplish if func- 
tions were adequately interpreted and 
analyzed. 
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Assistant Director of Research, F. L. Hudson Co., Detroit 


en RESEARCH consists of much 
more than the mere process of gath- 
ering and summarizing facts. It requires 
considerable training and experience to 
do an intelligent and commendable job 
of collecting pertinent data and facts for 
a research survey. This was indisputably 
proven by the experience of the late 
Literary Digest. But the true test of a 
researcher’s ability lies not in the gather- 
ing and summarizing of facts and data 
but rather in the analysis and interpre- 
tation of those facts, and in the construc- 
tive ideas and suggestions which he may 
be able to give to his management to 
assist it in correcting and improving 
situations and conditions brought to 
light in the research survey. 

In other words, successful and produc- 
tive research—particularly successful re- 
tail research, because of the constant 
and rapid changes ever taking place in 
the retail picture—is not, as some execu- 
tives think of it, merely the collection 
of historical facts and data, which usu- 
ally require ages to tabulate and which 
sometimes even the researcher himself 
does not fully understand. Nor is it a 
form of magic which, through several 
strokes of the researcher’s pen, will turn 
certain failure into assured success. 


PosiTION OF RESEARCH DEPARTMENT 
IN STORE ORGANIZATION 


Inasmuch as the scope of any research 
work worthy of the name must neces- 
sarily be store-wide, the research depart- 
ment should head up directly to the 
general management of the store. The 
work of the research department must 
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be store-wide for the simple reason that 
the activities of the merchandise divi- 
sion, for example, are so inter-woven 
with and dependent upon those of the 
publicity, operating and control divi- 
sions that improvement in one division 
is often partially dependent upon in- 
creased efficiency in one or more of the 
other divisions. Therefore, a thorough 
and intelligent analysis of a depart- 
ment’s or a division’s problems should 
include investigation and recommenda- 
tions covering all phases of the major 
problem. But to do this it is usually 
necessary to step out of the division 
in which the study proper is being made 
and into one or more of the other divi- 
sions of the store. The only possible way 
in which the research department can 
thus jump from one division to another 
is by having this department organized 
as an advisory unit heading up directly 
to general management. 

The research department’s assign- 
ments naturally originate from a number 
of sources. General management, for 
example, may believe that a certain 
department is not obtaining a fair share 
of the local market for its particular 
item or group of items. So the research 
department is assigned the job of meas- 
uring public demand, of learning where 
the bulk of the business is going, of find- 
ing out why the public is buying from 
competitor stores and finally the task of 
suggesting one or more plans whereby a 
larger percentage of the potential market 
in this item or group of items may be 
obtained. Or, some problem in the op- 
erating, publicity or control division 
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may be causing general management 
some concern, and again it will requisi- 
tion the services of the research depart- 
ment to study the problem and make 
recommendations for its solution. 

If the research director and his staff 
can win the confidence of the store’s 
various executives and prove to them 
that research can be of assistance to 
them without endangering their good 
standing before their superiors, then 
these executives themselves will request 
through their divisional superiors the 
assistance of the research department in 
working out the solutions to their prob- 
lems. This is the ideal source for the 
research department’s assignments, for, 
if these executives themselves have a 
store-wide point of view and sufficient 
broadmindedness and confidence to ask 
the research department to study their 
problems, a much higher percentage of 
the researchers’ recommendations will 
naturally be accepted and accorded a 
fair trial. 

In order to gain the confidence and 
respect of the store’s executives, how- 
ever, the research director and his aids 
must first get across to these executives 
the idea that the research department’s 
purpose is to offer covstructive criticism 
and suggestions designed to build up a 
department and help its buying staff. 
All ideas that the research department 
is an agency of destructive criticism 
whose sole purpose of existence is to 
tear down a department’s operation and 
disparage the ability of the buyer or 
department head in the eyes of his 
superiors must be promptly dispelled. 

Next, the research staff must work in 
a spirit of cooperation with the buyer or 
department head, discussing points with 
him, obtaining his reactions or view- 
points on these topics, analyzing and 
studying phases of his operation in which 
he is particularly interested and above 


all, carrying on the survey of the depart- 
ment with the minimum of discomfiture 
and inconvenience to the executives and 
personnel affected. In our office we have 
always found it a good rule before start- 
ing on a department study to havea chat 
with the merchandise managers and 
other interested executives to see what 
points, if any, they are particularly 
interested in having covered. If we in- 
clude a study of problems which the 
executives of a department would /ike 
to have solved, our report is usually 
considered helpful and our recommenda- 
tions and suggestions have a much 
greater chance of being accepted. 


THE RESEARCH REPORT 


Finally, the findings and recommenda- 
tions of the research man must be in- 
corporated into the report of the survey 
in such a manner that all criticism and 
suggestions will appear in a constructive 
light. 

Does this mean that the researcher 
should “‘soft-pedal’’ or exclude pertinent 
facts which might indicate to the store’s 
management that the buyer or depart- 
ment head is doing a poor job? No, not 
at all! 

Pertinent facts necessary to show a 
TRUE picture of the operation and 
condition of a department should al- 
ways be included in the research man’s 
report on that department. These facts 
however, should be stated in a simple, 
positive manner and should never be 
colored either to make the condition of 
the department appear worse than it 
actually is, or to give the store’s manage- 
ment the impression that the depart- 
ment is in a better condition than it 
actually is. 

In other words, the research depart- 
ment’s report should be couched in posi- 
tive, straight-forward language which 
will give the firm or management a true 
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picture of the condition of the depart- 
ment. The researcher should be careful 
to avoid negative statements, over- 
statements and, to use a well-known 
slang term, “‘wise cracks.”” For, such 
expressions only serve to antagonize 
the executives of the department af- 
fected and can in no way help the re- 
searcher to accomplish his objectives— 
namely, to assist the department to do 
a better job and to show the way to 
increased volume, gross margin and 
profit. 

By using these methods, the research 
department of The J. L. Hudson Co. has 
won the confidence it is believed of this 
great store’s executives to such an ex 
tent that most of the assignments actu- 
ally do find their origin in the merchan- 
dise managers and department heads 
themselves, because these executives 
want an impartial, store-wide viewpoint 
and analysis of their problems. As a 
matter of fact, the research department, 
which does not give the store’s manage- 
ment a true and impartial picture of 
conditions as it actually sees them but 
rather softens unfavorable conditions 
and habitually paints a department’s 
operation in a rosy and favorable hue, 
is of no value to that store’s manage- 
ment. 


APPROACH TO A DEPARTMENTAL SURVEY 


The approach to a department’s prob- 
lems and the procedure in attacking 
these problems will vary with the indi- 
vidual department and the type of mer- 
chandise involved. A survey of the 
housewares department, for example, 
will require a different approach and a 
different technique than a study of a 
high-style or fashion department such as 
women’s and misses’ dresses. 

Generally speaking the trained and 
experienced research man will, in the 
case of a merchandise department, in- 


vestigate two factors as his initial steps. 
First, he will check the department’s 
volume figures and compare them with 
those for the same periods of previous 
years and with similar figures from other 
stores, Federal Reserve reports, etc., 
to determine whether the department 
is failing to get its proper share of avail- 
able business. Second, he will carefully 
review the department’s gross margin 
and profit figures to determine whether 
the volume that the department is ob- 
taining is providing sufficient gross mar- 
gin over and above expenses to afford a 
profit. 

It is not an unusual thing to find that 
a department which is getting its share 
or even more than its share of available 
business is operating at a loss or only 
breaking even. In other words, the de- 
partment is merely exchanging dollars 
and acting as an intermediary between 
customers and resources with little or 
no financial gain to show for its work. 

If the research man’s analysis of a 
department’s volume statistics shows 
that the department is in need of addi- 
tional volume, he must interpret this 
need in terms of transactions and aver- 
age gross sale to ascertain whether the 
greatest need is more customers, and 
thereby an increase in transactions, or a 
trading up of the department’s current 
patronage. If it is found that additional 
transactions will provide the best means 
of boosting the department’s volume, a 
first-class research department will make 
recommendations and furnish ideas to 
stimulate and increase trafic and to 
convert shoppers into buyers. On the 
other hand, if it is found that an increase 
in average gross sale is the best road to 
increased volume, methods designed to 
bring about this increase in average 
gross sale should be suggested. It is 
usually unwise to make any drastic up- 
ward revisions in a department’s average 
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gross sale without first having recourse 
to consumer research. 

If it is found that the department is 
not making sufficient gross margin to 
take care of its direct expenses and at the 
same time afford a fair contribution to 
the indirect expense and profit fund, it 
will be necessary for the research depart- 
ment to determine whether the gross 
margin itself should be increased by 
means of additional purchase markup 
and higher cash discounts and lower 
markdowns, stock shortages, etc., or 
whether a careful analysis of the depart- 
ment’s expenses should be made to see 
if any expense items could be eliminated 
or reduced. 

It is quite apparent from this con- 
sideration of the various approaches 
used in analyzing a merchandise de- 
partment’s problems that the experi- 
enced research man can usually elimi- 
nate at the outset of a survey certain 
phases of the department’s operation 
from his study and thereby not only 
reduce by an appreciable margin the 
amount of time required to make the 
survey but also save considerable ex- 
pense for his store. A merchandise de- 
partment’s operation is multi-phased, 
and a survey of such a department can 
include analysis of such items as re- 
sources, purchase markup, cash dis- 
counts on purchases, style and price 
assortments, price lining, price concen- 
tration, customer traffic, selling service, 
advertising, display—both interior and 
window—, department location and lay- 
out, workroom expense, delivery ex- 
pense, customer returns and adjust- 
ment. 

Sometimes, in all well-regulated 
stores, it will be necessary for the re- 
search department to study almost all 
of these various phases in order to solve 
a department’s problems. It is more 
usually the case however, that the 


trained and experienced research man 
can eliminate many of these phases at 
the outset and, from a careful analysis 
and study of the most salient items, 
produce a comparatively speedy but 
very complete and beneficial report. 


THE REportT OF THE SURVEY 


The report itself also merits some 
consideration. Experience has shown 
that the best report is a rather short one 
which details salient facts plus ideas and 
suggestions to improve those phases of a 
department’s operation which are felt 
to be in need of improvement. The 
report should be short because the execu- 
tives who read these reports and act 
upon them are usually very busy men 
who will not take time to read carefully 
and thoroughly a long-drawn-out re- 
port. The research man who makes his 
reports too long and too drawn-out is in 
great danger of having his analysis and 
recommendations pass unnoticed by the 
very executives who should have a 
thorough and complete knowledge of his 
findings and suggestions. 

Likewise, the number of figures and 
statistics that are included in the report 
should be held down to an absolute 
minimum. Relatively few retail execu- 
tives, experience has proven, are “‘figure- 
minded.” These men also do not have 
the time and patience to analyze long 
and often intricate statistical tables in 
order to draw the meat from these 
tables. The wise researcher will limit 
the figures in his report to those statis- 
tics that are absolutely essential in 
order properly to make his points. If 
later, during a discussion of the report, 
he needs additional figures or statistics 
to add further weight to his findings and 
recommendations, he can always pro- 
duce the necessary data from his original 
work sheets. 
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ProsB_LeMs SOLVED BY RESEARCH 


What problems may be solved 
through research? And, how can research 
be of assistance to a store and to its 
executives? The best way to answer this 
question is to outline a few actual store 
problems and show how these problems 
were solved by the research departments 
in those few progressive stores! which are 
pioneering in this field. 

One of the most important functions 
from a merchandise angle that the re- 
search department can perform for a 
merchandise department is to show the 
merchandise management in what price 
brackets that department can most ad- 
vantageously secure the bulk of its 
volume. In Store A, for example, the 
merchandise manager of the older girls’ 
department felt that this department 
was not getting as much volume as it 
should obtain; hence, he requested 
through his divisional head that the 
store’s research department make a sur- 
vey of the department to see what could 
be done to improve its business. 

When the merchandise manager was 
approached by the research men to find 
out what particular problems, if any, he 
wished them to investigate, he informed 
them that he was most of all interested 
in finding out how the department could 
sell a larger number of higher-priced 
dresses—that is, dresses around $15.00 
or more. Somewhat taken back, the 
research director asked the merchandise 
manager what prompted him to make 
this rather unusual request. The latter 
replied that going to and from the store, 
he frequently saw high school girls who 
obviously were wearing higher-priced 
dresses, and he felt that his girls’ depart- 
ment should get a considerably larger 

1 The illustrations used in this article are not neces- 
sarily drawn from The J. L. Hudson Company’s research 
department; rather, there have been included problems 
and findings from the experiences of research depart- 


ments in those relatively few stores who are pioneering 
and developing this form of research. 


share of this better dress business. (It 
should be explained here that this mer- 
chandise manager was a high-salaried 
executive and lived in one of the most 
exclusive residential districts in his city. 
Naturally, the high school girls whom 
he observed in his neighborhood were 
usually more expensively dressed than 
the average high school girl attending 
the majority of public and parochial 
high schools.) 

The Research Department, having in 
mind the income distributions of United 
States families and the average yearly 
income of families in that particular 
city nevertheless, maintained an open 
mind on the subject, but decided to have 
recourse to consumer research in order 
to determine just where this department 
should concentrate its stocks in order 
to get the bulk of the high school girls’ 
dress business. Accordingly, with the 
cooperation of the public and parochial 
high school officials, interviews were held 
with 8000 Junior High School and 
Senior High School students from all 
sections of the metropolitan area. 

As the result of this survey, it was 
proven conclusively that this depart- 
ment could best serve its customers by 
having its principal assortments in the 
$5.95-$6.95 price bracket, for it was at 
this level that the majority of girls inter- 
viewed purchased their dresses. At the 
same time, it was shown that the po- 
tential market for higher-priced dresses 
was comparatively limited. These find- 
ings together with a summary of family 
incomes for that particular city were 
included in the research department's 
report. 

Fortunately, the merchandise man- 
ager of this girls’ wear department was 
an open-minded individual who, when 
appraised of these facts, adjusted his 
operation accordingly. As the result of 
this adjustment, this department is now 
selling twice as many dresses as it sold 
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before the survey was made, and the 
bulk of this increase has been realized 
from the $5.95 price line. Moreover, this 
lower-price dress business has also 
turned out to be more profitable, because 
turnover has been substantially in- 
creased and markdowns have _ been 
lowered. 

The research department can also be 
of much value to a store in determining 
trends and thereby informing the execu- 
tives of the store what may be expected 
in the relatively near future so that 
costly mistakes may be avoided. For 
example, in Store B, the dining room 
furniture section was making very little 
progress in the way of transaction and 
volume gains. All known remedies were 
tried by the department’s executives but 
none served to pep up the department 
to any appreciable extent. Finally, the 
research department was called upon 
to make a survey of this section of the 
furniture operation. 

The research department immediately 
investigated to find out the potential 
market for dining room furniture. In a 
comparatively short time, it was found 
that there was a distinct trend in the 
newer homes toward smaller dining 
rooms or to no dining rooms at all. For 
example, after checking with the Federal 
Housing Administration in that particu- 
lar city, the local real estate board, and 
building contractors it was found that 
nearby 40%% of the homes recently built, 
in the process of being built, or for which 
plans had been drawn and ranging in 
price from $2000 to $9000? made no 
provision for a separate dining room 
(plans usually called for a combined 
living room and dining room) or pro- 


? The bulk of Store B’s customers had been previously 
classified as being able to afford homes in this $2000 to 
$9000 range by the simple expedient of multiplying 
their approximate annual incomes by two or two and 
one-half which is the same measuring scale of home- 
owning or home-building ability as that used by the 
Federal Government, Mortgage Companies, and banks. 


vided merely a small nook about the 
size of a breakfast room. 

Naturally, houses such as these re- 
stricted demand for the regulation size 
and type of dining room furniture. How- 
ever, when the dining room furniture 
department’s stock was analyzed by the 
research department and its co-working 
agency, the store’s comparison bureau, 
it was found that the bulk of the depart- 
ment’s stock consisted of larger type 
dining room suites and dining room 
furniture designed for larger dining 
rooms than those being built into the 
medium and lower-priced homes. Only 
a small and inadequate assortment of 
furniture suitable for small dinettes was 
included in the department’s stock. 

Obviously the principal recommenda- 
tion of the research department was to 
reduce the amount of furniture suitable 
only for the larger, roomy-type of din- 
ing room and to increase greatly its 
stock of furniture suitable for use in 
combined dining and living rooms and 
in small dinettes or nooks. Likewise, it 
was advocated that strong promotions 
of this dinette furniture should be used 
in order to acquaint the public with the 
store’s assortments in this particular 
type. When the department’s operation 
was modified in accordance with the 
findings and recommendations of the 
research department’s report, it im- 
mediately began to go forward both in 
transactions and in volume. 

How a good research department can 
check and make recommendations for 
the correction of misplaced promotional 
emphasis was well demonstrated in a 
research study of the bedding depart- 
ment in Store C. The bedding depart- 
ment in this particular store was 
promoting studio couches as beds or 
substitutes for beds. A consumer re- 
search survey conducted by the research 
department of Store C discovered that 
studio couches were being used by the 
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public not as beds or substitutes for 
beds but rather as inexpensive substi- 
tutes for the higher-priced davenports, 
sofas and love seats. In other words, 
these people were using studio couches 
as living room furniture rather than as 
beds. The research department showed 
in its report that, in order to take full 
advantage of this market, there was a 
necessity for some re-styling and im- 
provement of design in studio couches, 
and also for the promotion of these 
studio couches as living room pieces to 
appeal to those customers who could 
not afford the more expensive pieces, but 
who wanted a good-appearing piece of 
furniture of this type in the living room. 


RETAIL RESEARCH ALso HELPS 
MANUFACTURERS 


An example of how research can help 
both retailer and manufacturer was well 
illustrated in a research study of the 
women’s neckwear department in Store 
D. A large number of consumer inter- 
views with a representative group of 
women in Store D’s city disclosed that 
approximately one-fourth of these 
women desired collar and cuff sets at 
around $1.25-$1.50. However, at this 
time, the market afforded no suitable 
selections of collar and cuff sets at prices 
between $1.00 and $2.00.* This large 
block of women were willing to increase 
the amount which they would spend for 
collar and cuff sets to $1.25 or $1.50, but 
they were loath to jump from $1.00 to 
$2.00, an increase of 100°). When this 
potential demand was brought to the 
attention of the neckwear department’s 
executives in the research report, these 
executives immediately began working 
with their best resources to build up new 
assortments of collar and cuff sets at 


3 The market did have collar and cuff sets which 
would retail at or around $1.79, but the available assort- 
ments were so small that this retail for all practical pur- 
poses was almost non-existent. 


one or more intermediate price lines 
between $1.00 and $2.00. 

Another example where the manufac- 
turer benefited even more than the store 
from the store’s research work was illus- 
trated in Store E. Store E was a very 
important retail outlet for a well-known 
line of men’s clothing, but the store was 
on the verge of notifying the manufac- 
turer of this line that on account of the 
relatively low markup the store felt 
compelled to discontinue selling it. This 
meant, of course, not only the loss to the 
manufacturer of Store E’s business in 
this particular line (and this would have 
been considerable) but it also meant to 
this manufacturer that there was a grave 
danger that other stores might follow 
because of the prestige and standing of 
Store E. 

Before relationships with this resource 
were broken off, however, it was sug- 
gested that Store E’s research depart- 
ment make a thorough study of the 
situation. As a result, the research de- 
partment of Store E was able to show 
that this line of men’s clothing had a 
lower busheling cost and smaller mark- 
downs than other lines carried, because 
this brand was better modeled and more 
accurately sized than other lines of 
clothing stocked. The research depart- 
ment’s survey showed that this particu- 
lar line actually was more profitable to 
the store than other lines because of the 
lower busheling costs involved. This ex- 
perience showed quite clearly that what 
was a retailer’s problem was also a 
manufacturer’s problem of a very vital 
and far-reaching nature. 

In passing it should be noted that 
very few manufacturers, particularly 
those engaged in making merchandise 
usually sold in department stores, have 
done any research work. Manufacturers’ 
research of this type is almost a virgin 
field and doubtlessly offers almost un- 
dreamed-of possibilities for the advance 
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of manufacturing and distribution in the 
various lines of consumer goods which it 
would either directly or indirectly affect. 


SoLvEs OPERATING PROBLEMS 


So far all of the problems cited have 
been of a merchandise nature but retail 
research does not deal only with mer- 
chandise problems. The efficient store- 
research organization should be able to 
handle assignments in the other main 
divisions of the store, namely—Operat- 
ing, Publicity, Control. Several ex- 
amples of operating problems which 
were solved by store research organiza- 
tions may be cited. 

In Store F, for example, a service 
check made by the research department 
showed that, at various periods, large 
quantities of merchandise were backed 
up in the receiving and marking rooms. 
Store F’s research department was asked 
by the management to make a study of 
the receiving and marking operation to 
see if any methods could be suggested 
to accelerate and facilitate the handling 
of incoming merchandise. The research 
department spent approximately two 
months upon this survey and turned out 
a report containing a number of excellent 
recommendations and suggestions which 
have since helped Store F to speed up 
its receiving and marking operation. One 
phase in particular was brought out in 
the report which has resulted in a ma- 
terial saving to Store F. 

After the research department had 
been working on this receiving and 
marking survey about two weeks, there 
was brought to light a practice which 
was holding up a large number of in- 
voices for at least a day longer—and 
sometimes even more—than the time 
that it should normally have required. 
And, this practice had been, so far as 
could be learned, in use for more than 
ten years and was being carried on with- 
out the knowledge of the top executives. 


As soon as the research department un- 
covered the situation, a verbal report 
was immediately made to the executive 
in charge. A correction was effected at 
once. The correction of this one practice, 
it is estimated, resulted in a saving of 
many thousands of dollars to Store F. 

Another operating problem which was 
solved by the store’s research depart- 
ment occurred in Store G. One of the 
home furnishings departments of Store 
G was an extremely large department, 
extending more than a half block in 
width and an entire city block in length. 
This department had a large number of 
salespeople and these salespeople were 
being called to the telephone quite 
often—particularly during early periods 
of the day. The telephone system in use 
in the department did not permit the 
switching of a call from one phone to 
another; hence, salespeople frequently 
were forced to leave customers at one 
end of the department and walk almost 
the entire distance across the depart- 
ment to a phone at the far end of the 
floor. This, of course, proved annoying 
not only to the customers on the floor 
but also to the customers waiting on the 
telephone. Another bad feature of this 
telephone arrangement was that at cer- 
tain periods of the day the volume of 
calls was so large that a substantial 
number of calls were backing up on the 
store’s main switchboard. The Tele- 
phone Company made suggestions from 
time to time but nothing seemed to 
completely solve the situation. Finally, 
the merchandise manager of this depart- 
ment asked that the research depart- 
ment of Store G make a survey. 

This was done and, at the end of a 
two-week period, two main recommen- 
dations were advanced. First, that a 
switch-key system be installed so that 
an operator at a central desk would first 
receive all calls and then switch these 
calls to the phone nearest the proper 
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salesperson. Second, it was pointed out 
that, although the department seemed 
to have sufficient phones, these phones 
were not advantageously located and 
therefore a re-location of the telephones 
should be made. The research depart- 
ment also submitted a chart showing the 
proposed new locations of the tele- 
phones. The store’s Operating Division 
called in the Telephone Company’s rep- 
resentatives and submitted the research 
department’s recommendations to them. 
These recommendations were carried 
out almost to the letter. This report, 
which, by the way, was only three pages 
long, drew considerable attention from 
the Bell Telephone Company’s repre- 
sentatives and engineers and was highly 
commended by them. 


ConsuMER RESEARCH 


In retail research, consumer market 
analysis can be used either as an end in 
itself to determine consumer buying 
habits or as a tool or aid to round out a 
general survey of a merchandise depart- 
ment and to strengthen the research 
department’s points in such a survey. 
The base of consumer research, of 
course, is the questionnaire. The worth 
of the questionnaire in turn is founded 
on the type of questions and the manner 
in which these questions are asked, first, 
in the questionnaire, and secondly, by 
the interviewer if presented personally. 
If the questions are not phrased with 
special care, a store may receive as its 
answers: 

(a) undeserved criticism or flattery; 

or 

(b) answers which will be difficult to 
interpret and therefore dangerous 
to evaluate; or 

(c) answers which are either totally 

untrue or only partially true. 

Questions asked must always be 
framed so that a misstatement can be 
detected immediately. Various checks 


and counter-checks or a cross-examina- 
tion system can be used to detect such 
misstatements. Many are familiar with 
these methods and have used them in 
their work. For example, in a men’s 
clothing survey, one might ask at what 
store the interviewed person bought his 
suits; later, he could be asked what 
brand or make of suit he usually bought 
and finally what price suit he purchased. 
If the answers to all of these questions 
did not dovetail with one another, the 
research man would be quite safe in 
assuming that he had not obtained the 
truth and would, of course, discount this 
questionnaire. 

Unfortunately, however, many people 
are of the opinion that the preparation 
of a market research survey, much like 
the writing of a prize-winning ad or a 
hit play, is merely a matter of taking up 
pen or pencil and doing it. 


THE RESEARCH DIRECTOR 


The final question for consideration is 
“What type of man should be engaged 
to head a store research department and 
where can such a man be found?” 

The director of a department store 
research department should first of all 
have a thorough training in the prin- 
ciples and methods of research. Second, 
and most important of all, he should 
have several years practical experience 
in commercial research work. A research 
director who is lacking in these essentials 
will in most cases cost his store addi- 
tional expense and sometimes even do 
the store more harm than good, until 
he learns the principles and funda- 
mentals of research through the simple 
but costly medium of a good many 
hard-knocks and set-backs. Stores en- 
gaging this type of research director 
usually develop their research depart- 
ment the hard way. Moreover, there 
have been a number of instances where 
inexperienced research directors have 
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so soured the stores in which they were 
employed upon the subject of research 
that these stores have, temporarily at 
least, abandoned research. 

Third, the research man must have a 
keen analytical sense and a well-de- 
veloped imagination so that he may 
visualize what effects his recommenda- 
tions would have upon the operation of a 
department. Fourth, he should have a 
keen sense of values, so that he will 
know on what points he should spend 
his time and what can safely be put 
aside. 

Fifth, he must have both moral cour- 
age and the courage of his convictions. 
It sometimes happens that the research 
man is called upon to make a study of a 
department where a good friend of his is 
the department head. In such cases, 
he must have the courage to point out 
weaknesses in the department and to 
give suggestions for their betterment. 
Likewise, if his facts are ever questioned 
he must have the courage to back them 
up. If, on the other hand, he should be in 
error, he should by the same token have 
the courage to admit his error. 

Sixth, he must be able to write clearly 
and convincingly. For, if the research 
director cannot detail his facts and ex- 
press his findings and suggestions in a 
clear, convincing manner, much of his 
analysis and planning will go for naught 
and he will be of little value to his store. 

Lastly, the competent research di- 
rector will realize and always bear in 
mind the fact that it is human nature to 
resist ideas that originate in the minds 
of others. Research requires of everyone 
connected with a survey that they be 
willing and able to appraise their tradi- 
tional methods of operation and to 
change them when it can be shown that 
improvement will result from such 
change. It frequently happens that ac- 
ceptance of the research department’s 
recommendations will not be prompt. 


Months and sometimes even years will 
intervene between the writing of a re- 
search report and the introduction of 
some of its recommendations. Then, 
when these recommendations are used, 
it is not uncommon to find that they are 
introduced as the original ideas of one 
of the executives directly connected 
with the department rather than as 
suggestions offered by the research de- 
partment. 

Unfortunately, there is not an abun- 
dance or even a good supply of compe- 
tent research men. As a result, stores 
entering upon research work have only 
too often made the mistake of hiring 
some young graduate just out of a 
retailing class in college, who has little 
or no practical experience. Or, what is 
just as bad, the store will acquire one of 
those self-styled researchers, who is a 
fast and convincing talker but really 
knows little of the fundamentals and 
fine points of merchandise or market 
research. As a consequence of this prac- 
tice, research has fallen into disrepute 
in some stores, and competent, well- 
qualified, experienced researchers suffer 
because of the lowering of both the 
standards of research and of the salaries 
which stores might otherwise be willing 
to pay for this work. 


SHOULD Form RESEARCH GRoUP 


What can be done to raise the stand- 
ards of retail research? The members of 
the American Marketing Association can 
do much to improve the status of both 
research itself and research men in this 
country. Specifically a selection system, 
similar to that now in use for the ap- 
proval of life insurance actuaries and to 
that in use in most states for the certifi- 
cation of public accountants should be 
inaugurated to place the stamp of ap- 
proval upon workers in the field of re- 
search. A man who wishes to be an 
actuary must spend considerable time 
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in study and preparation in order to 
pass the examinations of the American 
Actuarial Society and the American 
Institute of Actuaries. Also, he must 
possess a certain amount of practical 
actuarial experience. 

Likewise, it is a well-known fact that, 
in most states of the Union, an account- 
ant must spend a given period of time 
under the tutelage of a certified public 
accountant and must pass a difficult 
examination before he is given the title 
“Certified Public Accountant.” Like- 
wise, lawyers must pass difficult state 
bar examinations before they can be 
admitted to practice in the courts of 
their respective states. Actuaries are 
advisors for life insurance companies. 
Certified public accountants are exami- 
ners and advisors of a firm’s financial 
affairs. Lawyers, of course, are coun- 
selors on legal matters. The research 
man or, as he is sometimes known, the 
management consultant, advises his firm 
or client on matters of store operation 
and management. Certainly, then, it 
should be just as important that this 
management consultant or research man 
be a competent, well-qualified man as it 
is that an actuary, C.P.A., or a lawyer 
is an accredited practitioner. 

Therefore, the American Marketing 
Association may well take the initiative 
in this matter by formulating a set of 
requirements and qualifications for 
workers in this field of research. How can 
this be done? And, why should the 
American Marketing Association be the 
organization to undertake this step? The 
American Marketing Association is the 
proper organization to build up the 
prestige of market research and to in- 
augurate an approval system for re- 
search workers in this field. After all, 
it is the largest and only national organi- 
zation of its type and scope, and research 
is one of its principal activities. Re- 


search men and women likewise con- 
stitute a good portion of its membership. 
Hence the officers of the American Mar- 
keting Association are the logical ones 
to appoint a committee to draw up a 
method of procedure for the formation 
of an organization to be built along the 
lines of the actuarial societies to pass 
upon the qualifications of persons desir- 
ing to enter the field of research. 

This should not be difficult to do. A 
committee could be formed to investi- 
gate and pass upon the experience and 
merits of those now engaged in research 
work, and those receiving the approval 
of this committee would then become 
the charter members of this new research 
organization. Thereafter, all persons de- 
siring to gain membership in this re- 
search organization and thereby to 
qualify themselves for research positions 
in industry and commerce should be 
required to have a stated amount of 
practical experience and certain techni- 
cal requirements which would be proved 
through rigid examinations. 

The merits of such a system are im- 
mediately apparent. Research standards 
would be raised to a much higher level 
than obtains at the present time. Re- 
search men and women desiring execu- 
tive positions in the field of research 
would have to have the stamp of ap- 
proval of this research organization. Not 
only would this approbation give them 
added confidence in their ability, but 
also it would undoubtedly assist them 
to gain much better financial remunera- 
tion than is possible under the present 
system. Moreover, stores and other 
business organizations seeking research 
directors and assistants would be safe- 
guarded to the extent that they would 
know that the men or women they are 
hiring bear the stamp of approval of this 
research organization and are fully quali- 
fied to fill such positions. 





TOWARDS ECONOMICAL DISTRIBUTION 


HECTOR LAZO 
Executive Vice President, Cooperative Food Distributors of America 


Epitor’s Nore: The comments in Mr. Lazo’s paper 
are based upon a study which he has just published en- 
titled “‘Controlled Competition—Corporate Chains, Cartels 
and Cooperatives.” The study was published privately for 
limited circulation, but copies are available to members of 
the American Marketing Association on request at 
1627 K St., N. W., Washington, D. C. 


O MUCH research has been expended 
S in the last decade on costs of dis- 
tribution that serious students might 
easily be led into the belief that they 
have covered about every phase. Cer- 
tainly the two basic factors of How 
Much and Why have been extensively 
explored. But the problem of How to 
Save has been less well surveyed. Our 
organization may have a contribution 
to make here, as a result of a nation- 
wide survey in which 69 Certified Public 
Accounting firms cooperated. 

Researchers into operating costs 
pretty generally agree that one of the 
greatest items of expense is labor. Social 
economists advance the view that this is 
as should be. Within certain limitations 
imposed by common sense, we agree. 
There is no better way of “sharing the 
wealth” than by paying good wages. 
Since most people are wage earners, the 
greater the wages, the greater the pur- 
chasing power of the people. It therefore 
seems a pretty hard trick to turn if you 
ask a business concern or management 
in general to reduce costs but to keep 
up or even increase wages. 

It would appear therefore that, if the 
seeming hokus-pokus is to be accom- 
plished, some other source of expense 
must be attacked. Obviously, good man- 
agement starts with those items which 
either are, or are susceptible of becom- 
ing, wasted or unnecessary, unproduc- 
tive cost factors. Here, too, we found 


some interesting possibilities and are 
glad to pass them on to marketing stu- 
dents and management, for we think 
they are worth considering. 

Then, of course, there is always the in- 
evitable source of controversy, “profit.” 
Because we operate in the cooperative 
field, in which many people like to pre- 
tend there is no “profit,” it might come 
as a surprise to some to have us insist 
that there must be a profit. In coopera- 
tive endeavour, there is—there must be 
—profit, just as in any other business 
undertaking; the emphasis i is merely on 
a correct definition of and a more equit- 
able distribution of the profit or, as 
more properly called, the ‘“‘net earn- 
ings.”’ But to say that there is no profit 
is to be ignorant of the exact meaning of 
the word profit; which, intelligently an- 
alyzed, means a surplus of income over 
expense in the operations of an under- 
taking. It makes little difference who 
owns the business, that business must 
show a surplus of income over outgo, or 
else the business will fail. But in dis- 
tributing the surplus, cooperatives differ 
from the ordinary corporations in that 
the owners of the cooperative enterprise 
have much more to say about both 
management and distribution of earn- 
ings, and that generally speaking, earn- 
ings are distributed to those who make 
these earnings possible by their own 
individual tradings with and through the 
cooperative, rather than to the stock- 
holders on the basis of stock holdings. 
There is a shifting of the basis for distri- 
bution of earnings. 

With these general preliminary con- 
siderations, we have analyzed certified 
statements of some 75 retailer-owned 
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cooperative houses in the food and 
grocery field. We thought it advisable, 
from an operating point of view, to 
divide the houses into different volume 
groups, since it is generally assumed that 
in mercantile establishments, the greater 
the volume of business, and the greater 
the “turnover,” the larger will be the 
net earnings. We now know that this 
does not necessarily follow, for as volume 
increases, so do certain rather less flexi- 
ble fixed items of cost; and volume must 
then again be increased to catch up to 
the increased cost of overhead. 
Wholesale grocery houses the nation 
over have the rather startling and dis- 
appointing average volume of business 
of about $175,000 a year. But it is quite 
obvious that such an “average’’ figure 
gives an entirely distorted picture of the 
field. This volume of business ($175,000) 


a week, and, hence is considerably less 
a week, and, here is considerably less 
than many a retail food market of the 
“super” type. But in the retailer-owned 
field, only four houses were that low; 
indeed, the first volume group lists 
houses doing $500,000 a year and under, 
with an average of $371,000. 

The five volume groups considered 
were: 

Group I—under $500,000 

Group II—$500,000 to $ 
annum 

Group III—$750,000 to $1,500,000 
per annum 

Group IV—$1,500,000 to $3,000,000 
per annum 

Group V—over $3,000,000 per annum. 

In our preliminary studies we had a 
sixth class, over $5,000,000, but because 
of the presence in this group of two 


per annum 


750,000 per 


OperRATING Costs FoR RETAILER OWNED Foop AND Grocery COOPERATIVES 
IN PERCENTAGES OF VOLUME, 1938 


Item Group I II 
Net sales 100.00% | 100.co% 
Cost of goods sold 94-52% | 93.93% 
ee ly ee 
. 5 ' o 
Gross overage | 5.48% | 6.07° 
Expense of operation 
Salaries 91% 58% 
Office payroll 82% 1.31% 
Warehouse payroll 1.14% 1.99% 
Delivery costs STFe | 97% 
Advertising costs 1.41% | 1.00% 
ple A 2007, 
Rent 30% ~=| . 30% 
Other expenses o5s% | .41% 
Total expense of operation 5.20% 6.56% 
Net overage .28% — .53% 
Other income 1.43% 1.73% 
Other expense 24% -497% 
Tb . y 
Total net other income 1.19% 1.24% 
Total net earnings, 1938 1.47% 71% 
-s ‘san 07 
Actual net markup 3.73% 5.85% 
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rather unusual and unique organiza- 
tions, doing a very large volume of 
business, we decided to eliminate these 
two “giants” from the picture alto- 
gether, in order to reduce all chances of 
distortion in averages. 

The combined volume of business of 
all houses surveyed, for 1938, was 
$138,000,000. The U.S. Census of Busi- 
ness credits retailer-owned cooperatives 
with a total annual volume of $147,000,- 
000. 

Our findings, divided by groups, and 
showing a total consolidated column for 
all houses, were as shown on page 250. 

In arriving at this actual net markup, 
we have simply taken the operating 
expenses and deducted the net earnings, 
since in a cooperative organization the 
net earnings are the property of the 
member stockholders, returned to them 
either as patronage dividends or in some 
other form which has the net effect of 
reducing the cost of their merchandise 
purchases by that much. 

A host of conclusions can be drawn 
from these findings. It would appear 
enough here, however, to point to only 
a few. The general average overhead of 
wholesale grocers in the United States 
is 9.3%; against this, retailer coopera- 
tives show an overhead of 4.59% in- 
cluding net earnings of 1.07%; a net 
savings of 4.419% in cost of operation 
and of 5.78% of the total charge on 


merchandise bought. The largest volume 
group, which averages $5,100,000 a year, 
has the lowerst overhead expense, but 
the least profitable is not the smallest 
volume group. Wages for warehouse em- 
ployees (“labor”) aggregate more than 
the combined compensation for manage- 
ment and office employees. Wages to 
labor are considerably more than the 
“net earnings,” or return to capital. The 
item of rent is considerably below the 
average of all wholesale grocery houses 
and is due, in many instances, to the 
fact that the organizations own their 
own building, on which they pay taxes 
and interest on mortgages, but no other 
“profit” to the landlord. In two of the 
volume groups marketing costs are 
greater than the markup on merchandise 
sold, the balance of the expenses being 
made up from “miscellaneous other in- 
come,” including patronage dividends 
earned by the company in the national 
cooperative merchandising corporation, 
the National Retailer-Owned Grocers, 
Inc., (NROG) of Chicago. Group No. 
II, with an‘annual volume of between 
$500,000 and $750,000 would seem to be 
the least profitable in this field. It is 
possible to operate small, compact re- 
tailer cooperatives, each doing less than 
$500,000, with a net operating overhead 
almost as low as the largest houses. From 
the point of view of individual oppor- 
tunity, this is highly significant. 








COOPERATIVE MARKETING—GOOD AND BAD 
BEN TRYNIN 


Epitor’s Note: The observations in My. Trynin’s 
paper are derived from his personal experience during the 
past twenty years. He has served in various capacities in 
connection with cooperative marketing associations in 
California. If any readers wish to correspond with Mr. 
Trynin concerning points raised in the article his home 
address is Route Number One, Box 72, Pasadena, Cali- 
fornia. The organizations discussed are indicated merely 
by symbols because the author felt that this was desirable 
from his point of view. This practice departs from the 
usual procedure of the Fournal. 


HE PURPOSE of this brief essay is to 
peor some of the characteristics 
of “good” and “bad” cooperative mar- 
keting organizations. The discussion ad- 
mittedly is incomplete for these observa- 
tions are derived entirely from the 
writer's experience during twenty years 
in California. 


I 


California farm-marketing associa- 
tions have differed in some antipodal 
respects, such as: 


In structure: a. Centralized vs. localized. 
b. Autocratic vs. autonomous. 


In sales a. Fixed vs. fluctuating price. 
policy: b. Direct vs. indirect sales con- 
trol. 


c. Guaranteed cost vs. guar- 
anteed return. 
In internal a. Grower accessibility vs. in- 
relations: accessibility. 
b. Controlled service vs. un- 
controlled service. 
Middleman competition. 
. Other cooperative competi- 
tion. 
c. No competition (monop- 


oly). 


In external 
relations: 


ai 


The discussion to follow will review 
the effects of some of these vital differ- 
ences on the actual histories of a few 
California cooperatives. 
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DIFFERENCES IN STRUCTURE 
Centralized vs. Localized 


Cooperative A was com- 
prised of 15,000 grower- 
members, who elected 5 
directors annually, who 
gave perfunctory supervi- 
sion to all administrative 
affairs which were con- 
ducted from a central of- 
fice and central plant. No 
local sub-directorates or 
local associations existed. 

Growers delivered crops 
to the central plants, 
which processed, packed, 
sold and shipped the crop 
under a single cooperative 
brand. Shipments and 
funds were intermingled, 
with no local identity. 
Growers received proceeds 
pro-rata, sharing the waste 
and spoilage of the total 
membership. 

Sales data per district, 
and detailed cost data, 
were not supplied to grow- 
ers, except in the form of a 
general report which car- 
ried aggregate totals. 


Cooperative B was com- 
prised of 10,000 grower- 
members, who elected 
directors to 170 local 
boards, which voted direc- 
tors to 17 regional boards, 
which elected directors to 
a central board. 

This central board paid 
active attention only to 
administrative matters 
clearing through the cen- 
tral exchange. 

Matters pertaining to 
sales and shipping details 
were relegated to regional 
and local exchanges which 
kept their individual iden- 
tities, selling under indi- 
vidual sub-brands. Grow- 
ers received their proceeds 
per local shipments from 
which pooled costs, waste, 
etc., were deducted. 

Growers received sales 
and cost data frequently 
from their local packing 
house managers. Data 
were furnished in detail. 


So long as affairs ran smoothly, the 





“centralized” method seemed to func- 
tion satisfactorily. It was simple, and 
free of cumbersome details. But, com- 
petent observers pointed out, a good 
deal of inefficiency could be cloaked by 
the concealment inherent in a _thor- 
oughly “centralized” procedure. (And so 
it was!) 

The “localized” method permitted 
the more efficient districts to benefit by 
their own local efficiencies, and afforded 
a basis of local cost comparisons and 
local efficiency studies which lifted the 
aggregate effort to a high functioning 
level. Localities were helped to compete 
for better grading, packing, and shipping 
practices. 
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Autocratic os. 


Cooperative C was di- 
rected by a small compact 
board whose deliberations 
were held “incommuni- 
cado” from the general 
grower public. Directors’ 
meetings were “executive 
sessions.” 

Because the President 
alone, of all administra- 
tive officials, met the 
board at these meetings, 
and the board acted 
merely as a “rubber 
stamp” directorate, the 
President held an auto- 
cratic sway over the en- 
tire organization. No de- 
partmental heads were 
present at these meetings 
to verify or deny state- 
ments made by the Presi- 
dent, or to reply to board 


inquiries if any were 
made. 
Communication be- 


tween the board and the 
grower-public was formal, 
curt, official. Personal con- 
tact between directors and 
growers was practically 
nil. 

Membership was held 
by iron-bound contract, 
with penalty clauses. Once 
or twice, the threat of 
physical coercion was used 
to effect cohesion among 
recalcitrant members. 


Autonomous 


Cooperative D was di- 
rected by a directorate 
which held weekly “open 
meetings” to which the 
public was invited. Free 
discussion was the rule. 

The President presided 
perfunctorily, and the 
General Manager, who 
was the active head, was 
the actual presiding offi- 
cial. His department 
heads attended each meet- 
ing, and made personal 
reply to all inquiries 
which affected their own 
departments. The board 
did not function perfunc- 
torily, but delegated to 
sub-committees the task 
of constant consultation 
with department heads in 
regard to specific details of 
administration. All budg- 
ets had to meet com- 
mittee approval; all ad- 
ministrative steps were 
inventoried in committee 
reports. 

Communication be- 
tween central boards and 
regional and local boards 
were frequent, informal 
and often by personal con- 
tact. Press contact was 
freely invited. 

Membership was volun- 
tary, with a voluntary 
withdrawal privilege. 


In the case of the ‘‘autocratic’”’ re- 


regime was set up thirty-five years ago 
and at present it appears that it will 
continue for a long time to come. Re- 
cently, two locals withdrew voluntarily 
from the “autonomous” organization, 
but came back into the fold again within 
a few months. 


II 


DIFFERENCES IN SELLING Po.icy 
Fixed vs. Fluctuating Price 


Cooperative E  ad- 
hered to a fixed seasonal- 
price policy, the price be- 
ing set at the opening of 
the shipping season. 

Cooperative E encour- 
aged the trade to buy in 
advance of “spot” re- 
quirements. 

Its crop was fairly non- 


Cooperative F set no 
seasonal price, but solic- 
ited day-to-day bids from 
jobbers throughout the 
country. 

Cooperative F encour- 
aged the trade to buy for 
“spot’’ requirements, only 
and accepted fluctuations 
in price to induce a steady 





gime, concealment of unfavorable facts 
was easily possible. But, when such facts 
came into the limelight of publicity, the 
grower-membership erupted with ex- 
plosive force. 

In the case of the “autonomous” re- 
gime, there was no concealment. Condi- 
tions, good and bad, stood for constant 
airing of public opinion. Local au- 
tonomy absolved the central exchange 
from many responsibilities, which the 
“autocratic” regime, on the other hand, 
could not very well evade. 

The “autocratic” regime lasted for 
less than ten years. The “autonomous” 


turnover. 
Its crop was fairly per- 


ishable. 


perishable. 


Although Cooperative E, by announc- 
ing a fixed price at the season’s opening, 
tried to eliminate “speculation,” it 
found itself assuming the speculator’s 
role, and getting the short end of the 
deal. By forecasting, supposedly, the 
supply and demand conditions of the 
year ahead, it set its seasonal price. If 
the market trend went up later, the 
jobbing trade profited. If the market 
trend went down later, the jobbing 
trade backwatered on its contracts, de- 
manded rebates, concessions and reduc- 
tions on threat of repudiating their 
commitments. 

In either event, growers of Coopera- 
tive E complained. In rising markets, 
they were squeezed by rising costs, 
found their incomes stationary, and 
felt themselves “robbed” of the subse- 
quent potential profit needed to keep 
their “‘cost vs income spread” on an 
even keel. In falling markets, they felt 
themselves “chiseled” by renigging buy- 
ers, and were forced to accept a falling 
income which dropped faster than their 
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costs. Seldom was there a solid agree 
ment between the board and the grow- 
ers as to the accuracy of the seasonal 
price prediction. Occasionally, the news 
of a new price “leaked” from the direc- 
tors’ “executive meeting” and demora- 
lized the opening sales. 

Cooperative F was immune from such 
disturbances. It carried no responsibility 
for the rise and fall of market trends, 
but simply reported them to the local 
shipping associations which accepted or 
rejected daily bids. The responsibility 
for actual sales prices was _ placed 
squarely on the shoulders of the local 
association shippers. However, Coopera- 
tive F, by its plan of semi-scientific 
advertising, made a constant effort to 
increase and stimulate consumer de- 
mand, and, by an active and nationwide 
canvassing effort, to solicit daily bids 
from a widely scattered market. Traffic 
arrangements permitted a constant di- 
version of rolling cars to the more profit- 
able markets selected by local shippers, 
on the basis of daily bids. 


demanding a higher commission rate, 
more advertising assistance, and often 
a “subsidy” in the form of specialty men 
added to his local selling staff but paid 
for by the cooperative. In good seasons, 
he never offered to share the benefits 
of his lowered selling cost ratio with his 
client cooperative. In either case, he 
was less amenable to central-office pres- 
sure than the controlled salesmen work- 
ing for Cooperative G. Sales pressure, it 
was found, was an important factor in 
creating a desired sales volume. 

As a matter of record, Cooperative H 
abandoned the brokerage system finally, 
and assumed the direct control method 
of selling. Finding it rather expensive 
after a while, Cooperative H pooled its 
resources with a noncompeting coopera- 
tive, and both used the same direct 
controlled salesforce on a share expense 


basis. This “‘pooled cost’? method of 


direct control selling has been gaining 
vogue among other California coopera- 
tives in recent years, providing desired 
economy plus desired efficiency. 





Direct vs. Indirect Sales Control 


Cooperative G kept 40 
sales offices, 60 jobbing 
salesmen, 150 retail spe- 
cialty men, in different 
markets. This was a fixed 


Cooperative H kept no 
offices, no salesmen, but 
distributed via 80 brokers 
in all big and small mar- 
keting areas. This was a 


Guaranteed Cost vs. 


Cooperative J advanced 
to growers a minimum, 
guaranteed sum per pound 
of crop delivered to the 
packing house door. 


Guaranteed Return 
Cooperative K made no 
advance remittances to 
growers, nor did it guar- 
antee a minimum return. 
But it did guarantee a 





all-year expense. flexible-cost arrangement, 


since brokers operated on 

a sales-commission basis. 

Cooperative G struggled with a fixed 
sales cost burden, but found itself able 
to adjust its sales pressure by its direct 
control. Stronger sales pressure, in bad 


seasons, did much to combat the evil of 


rising sales cost. In good seasons, the 
sales cost ratio dropped for natural 
reasons. 

Cooperative H faced a _ constant 
““*heads-you-win-tails-I-lose’”’ problem. 
In bad seasons, the broker, complaining 
of rising sales costs due to lower volume, 
complained to his client cooperative, 


Later, after deducting marketing cost limit, 
a varying sum for market- which it was forbidden 
ing costs, etc., the balance _ to exceed. After deducting 
of proceeds, if any, was this guaranteed marketing 
remitted to the growers. cost from proceeds, the 

balance, if any, was re- 
mitted to the growers. 

Cooperative J guaranteed a return: 
Cooperative K guaranteed a cost. This 
contrast proved to be of significant con- 
sequence. 

Cooperative J, by guaranteeing a 
fixed return, seemed, in the minds of 
growers and directors, to guarantee a 
fixed return on land investment, which 
led to expansion of acreage, and over- 
prodction. In 7 years. the crop grew 
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from 50,000 to 400,000 tons. To increase 
market absorption capacity, $5,500,000 
were plunged in frantic advertising, but 
per-capita consumption did not increase 
fast enough to take the increasing sup- 
ply. Eventually, the oversupply crushed 
the market, crumbling the minimum- 
return structure. This collapse ruined 
growers, banks, business enterprises, and 
the cooperative. This debacle was ac- 
celerated by the fact that an unrestricted 
marketing cost (including an excessive 
advertising expenditure) aided in weak- 
ening the structure. 

Cooperative K was freed of such 
danger, because it refused to guarantee 
anything but its marketing cost, and 
the brunt of the market return risk 
fell squarely on the growers, who curbed 
production and shipments accordingly. 
The restricted marketing cost put a 
premium on cooperative sales efficiency. 
The unsupported market price put a 
premium on productive efficiency and 
market caution. 


III 
DIFFERENCES IN INTERNAL 
RELATIONS 
Grower Accessibility vs. Inaccessibility 


held Cooperative B_ held 


Cooperative A 


board meetings in “‘execu- 
tive session.” 

Growers lacked direct 
access to board directors. 
Directors lacked direct 
contact with the admin- 
istrative personnel. 

Grower and board in- 


board meetings in “open 
session.” 

Growers had direct ac- 
cess to these meetings; 
could interview directors 
and administrative heads 
at local meetings, or by in- 
formal contact. Directors 


The concealment features of Coopera- 
tive A were dramatically revealed many 
years after its collapse. It was learned 
that a considerable part of its crop by- 
product—a brandy estimated variously 
from $500,000 to $1,500,000 in value— 
had been hidden in a distant warehouse, 
went unrecorded on the cooperative’s 
books, and later was taken away by a 
prominent official for his own disposal 
and sale. Creditors, growers and banks 
were unable to verify their claims to this 
asset because it had never been entered 
on the cooperative’s records as an ad- 
mitted possession ! 

Other personal manipulations of di- 
rectors have been reported, but, because 
of the veiled secrecy surrounding this 
cooperative’s transactions, were allowed 
to lapse by claimants too confused and 
too distressed to “send their good money 
after bad”’ in the form of litigation. 

Cooperative B always worked with 
“windows wide open to the sun.” Its 
books, funds and transactions were ac- 
cessible to the inspection of board com- 
mittees and all persons acting in good 
faith. It owned no physical assets, other 
than its furniture and fixtures, because 
everything else was held in the title of 
local associations which kept track of their 
individual items. No trace of scandal has 
attached itself to Cooperative B during 
a period of more than three decades. 


Controlled Service vs. Uncontrolled 
Service 





formation passed through 
carefully sifted channels. 


appointed sub-committees 
to contact departments 
heads frequently, and in- 
spect all details of staff 
routine. These committees 
reported regularly and in 
detail. 

Grower and board in- 
formation were provided 
through regular channels, 
and by freely accorded 
interviews of informal na- 
ture. 


Tosupervise the expend- 
iture of $6,000,000 an- 
nually, for sales, advertis- 
ing, traffic, collection and 
other expense, Coopera- 
tive X hired a small group 
of underpaid executives, 
who operated, in most 
cases, as one man depart- 
ments. 

Rigid administrative 
economy was the order of 


the day. 


Cooperative Y spent 
$2,500,000 annually for 
these same purposes, but 
hired a larger number of 
higher priced executives 


and afforded them well 
manned departments. 
Executives were en- 


couraged to spend some of 
their time and available 
funds in professional re- 
search to better the stand- 
ards in their field. 
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The rigid economy standard of Co- 
operative X brought a relatively high 
marketing cost; the generous standard 
of Cooperative Y brought a reasonably 
low marketing cost. 

In both cases, the administration of 
funds was devoted to the purchase of 
men, materials and outside services. One 
such outside service, the advertising 
agency, handled the disbursement of 
some $1,500,000 or more annually. Co- 
operative X hired a $25-per-week sten- 
ographer who worked for the sales- 
manager, and acted as “advertising 
manager” in her spare time. Naturally, 
in such case, the advertising agency 
took complete initiative in presenting 
the cooperatives’ advertising plans, and 
obtained a “rubber stamp” approval, 
and in the end a “rubber stamp” audit 
of its charges, performances and results. 

Cooperative Y hired a $6,000-per- 
year college graduate 26 years old, but 
exceptionally able), who shared the 
power of initiative with the advertising 
agency, and exercised a determined veto 
whenever he felt that the “15% com- 
mission” lure was aiming the agency’s 
recommendations down the wrong track. 
This executive submitted every adver- 
tising plan to tests as nearly scientific as 
the limited knowledge of the profession 
enabled him at that time. He was a 
pioneer in some lines of advertising pre- 
testing, and has gained later national 
recognition for his work. 

Because of the poor results obtained 
by Cooperative X from its agency ad- 
ministered advertising campaigns, its 
marketing costs arose to prohibitive 
figures. Lack of proper “service control,” 
because of the absence of adequate 
executive power, was expensive in the 
long run. 

Because of the good results obtained 
by Cooperative Y from its executive- 
controlled advertising plans, its market- 
ing cost was greatly lower than that of 


X. As a matter of fact, the same ad- 
vertising agency serviced both coopera- 
tives, but, in the case of X, it was the 
master; in the case of Y, it was the 
servant. 

Experience has indicated that where 
cooperatives have been given to under- 
paid payroll policies, these cooperatives 
have fallen prey to questionable service 
relationships between the cooperative 
and alert, aggressive business firms to the 
detriment of the growers. 

Cooperatives spend many millions of 
doilars annually. The calibre and mone- 
tary recognition of their major em- 
ployees should conform to such major 
responsibility. 

IV 
DIFFERENCE IN EXTERNAL 
RELATIONSHIPS 
Middleman Competition 


Cooperative Y, faced Cooperative Z, faced 





by middleman competi- 
tion, accepted it, planned 
to meet such competition 


by same competition, ac- 
cepted it, planned to offset 
any demoralizing effect by 


by better service, lower 
price (grade for grade), 
lower cost, higher net re- 
turn to grower. 


“controlling competition”’ 
via a working agreement. 


Cooperative Y fought competing 
middlemen by the use of legitimate 
competitive practices. This policy height- 
ened its efficiency, and induced com- 
peting middlemen to increase their 
efficiency with a resulting benefit to 
growers who sold through the coopera- 
tive, or through middlemen. 

Cooperative Z effected a working 
agreement with its major competing 
middlemen, an “appeasement policy” 
designed to preserve stability in the 
trade and in the field. But it ended, 
finally, by the middlemen taking the 
cooperative “‘for a ride.” It, for instance, 
arranged to allot a considerable bulk 
tonnage to a large competing middleman 
with the understanding that the middle- 
man would benefit by his preferential 
price, refrain from underselling the co- 
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operative, refrain from “sniping” at 
cooperative growers. But the favored 
middleman came “too close’ to the 
directorate, managed to find “leaks” 
which gave advance information on 
seasonal prices, and undersold the co- 
operative before the season’s opening. 
Surreptitious sniping went on at all 
times aggravated by the vindictive de- 
sire of smaller middlemen who found 
themselves “frozen out of the deal” 
with the larger middlemen. In the end, 
the enormous plants and nationwide 
selling force and brands of this ‘‘appeas- 
ing’ cooperative went under the auc- 
tioneer’s hammer, and into the hands 
of several competing middlemen. 


Cooperative Competition 


Cooperative B_ facing 
the protests of dissenting 
growers, feared the birth 
of a minor cooperative in 
the same crop industry. 

Growers were appeased, 
and the new minor co- 
operative was absorbed. 


Cooperative C, faced 
by the same problem, per- 
mitted the disgruntled 
growers to form their new 
minor cooperative, which 
it hoped to destroy by 
force of sheer weight and 
momentum. 


Cooperative B was strengthened by 
it experience, and by the addition of a 
new shipping local. 

Cooperative C lent strength “to the 
opposition” because of its seeming des- 
potic attitude. The new minor coopera- 
tive capitalized on grower resentment, 
grew by leaps and bounds. Today this 
minor cooperative has amassed suffi- 
cient weight to dispute control of certain 
favored markets with the mother co- 
operative. Price cutting combat has 
ensued, with resulting loss to the mem- 
bers of the big and little cooperative. 
Grower resentment, on both sides, 
chiefly directed at the bigger coopera- 
tive, has led to state regulation. The 
bigger cooperative is said to have “‘lost 
face’”’ among its own growers because of 
its limited perspective which had caused 
it to lose ground in the combatted 
markets and in the local crop industry. 


No Competition (Monopoly) 
Cooperative M is faced 
by competition of many 
small middlemen, who are 
constantly contesting mar- 
kets. 


Cooperative N is faced 
by no competition from 
any source. 


Cooperative M was forced to such 
strenuous measures of marketing effi- 
ciency that it has been able, gradually, 
to gain competitive ground, and enlist 
banking and civic support in its com- 
munity. Membership is growing. 

Cooperative N, because it enjoyed 
an unhampered field, began to grow 
flabby and negligent. Its marketing cost, 
from grower to retailer, jumped to a 
figure as high as 60% of selling price, 
or 200% of grower’s net, in one year. 
High consumer prices forced a drastic 
curb on consumption, and so released 
consumer demand for competing crops 
of other kind but similar use. Finally, 
to protect the growers, the state inter- 
vened to regulate the marketing cost 


and policy. a 


Apparently, these are the factors that 
make for efficiency in cooperative mar- 
keting: 

localized, autonomous structure; flexi- 

ble price policy; direct sales control; 
guaranteed marketing cost limit; 
grower-accessibility; controlled serv- 
ice relations; moderate competition. 

Conversely, the following factors tend 
to exercise an adverse influence: 

centralized autocratic structure; fixed 

seasonal price policy; indirect sales 
control; marketing-return guaran- 
tee; grower-inaccessibility; too 
friendly relations with middle-man 
competition; unfriendly relations 
with cooperative competition, or 
the absence of any competition. 

To the extent that cooperative mar- 
keting associations are quasi-public in- 
stitutions, member control and member- 
scrutiny seem to outweigh the other 
factors. 











CHANGES IN THE CENTRAL EUROPEAN 
RETAIL TRADE 


WALTER FROEHLICH 
St. Mary’s College, Winona, Minn. 


N CENTRAL and Eastern Europe vari- 
peo measures were promulgated for 
helping small retailers in their struggle 
against modern large scale distributors. 
Not only price maintenance, discrimina- 
tory taxation and similar measures, also 
familiar in this country, but elaborate 
systems of direct state interference were 
instituted. Nevertheless the final results 
were quite different from what the re- 
tailers, requesting state intervention, 
had imagined. 

The general impoverization caused by 
capital losses during the World War, and 
the lengthy depression afterwards which 
scarcely allowed a vigorous upswing, put 
retailing as a whole in an unfavorable 
position and thus prepared the soil 
from which sprang restrictive legislation. 
Various forms of large scale distribution 
increased, although none of them can be 
compared in importance with similar 
distributive agencies in the United 
States. In point of business done various 
forms of department stores ranked first, 
chain stores followed to a smaller ex- 
tent, and only in the last decade did a 
few limited price variety stores spring 
up. More important, perhaps, were the 
consumers’ cooperatives and rural co- 
operatives from which the independent 
retailers felt they had most to fear. 

A glance at the statistics shows the 
relatively small importance of the large 
scale distributors even before the restric- 
tions later introduced.! 


Number of Retail 
1929 ; 


Establishments 
’ Dollars 
United States I, 543,000 50,000 
Germany 788 ,coo 1750 
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Volume of Retail 
Sales in Million 


In the smaller countries in Eastern 
Europe, however, almost all retailing 
was done by independent small retailers. 
Estimates of the sales volume show that 
the percentage of trade done by the 
independent retailer was:? 


| ... 89-91 % 
Ee ... 95-97 % 
Czechoslovakia... ... 94-96 % 


ae ... 98-99.5% 
Nevertheless, the retailers in these 
countries were concerned about large 
scale distributors. 

The retailers in these areas recognized 
early that the newly growing nationalis- 
tic ideas of changing the economic order 
could be used to their advantage. The 
way of competition is stony and a busi- 
ness cannot be carried on according to 
old-fashioned, obsolete methods. The 
small retailers could hardly lower their 
costs. They could not lower their buying 





1 P, Nystrom, Encyclopedia of the Social Sciences, 13, 
348; for Germany see further M. Mueller, Der Inter- 
essenkampf zwischen grosskapitalistischem und mittel 
standischem Einzelhandel, \lmenau 1933, 5 sequ; 
Handbuch des Einzelhandels ed. Seyffert, Stuttgart 
1932: articles by L. Tietz, C. Stussgen and F. Werner, 
p. 69, 75, 114. 

2 Europe-United States of America: Trends in the 
Organization and Methods of Distribution in the two 
Areas; International Chamber of Commerce, Paris 
1933, 93- Different statistics show very different results. 
E.g., consumers’ cooperatives in Czechoslovakia pre- 
tend to furnish 7% of the retail volume whereas an 
estimate of the President’s Committee in its inquiry on 
cooperative enterprise in Europe gives 2.7% for another 
year although there were no marked changes in the 
meantime (cf. Monthly Labor Review 1936, 102 and 
1937, 1186). 


Percentage of Trade done by: 


Department Chain Consumers’ 
Stores Stores Cooperatives 
7.90 21.90 0.15 
§.0C 1.00 4.00 
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prices, since on the one hand, their sales 
volume diminished more and more; and 
on the other hand, they were indebted 
to their manufacturers and dependent 
upon them. Since in most cases they 
worked alone or with family help the 
wage factor was negligible. The rent 
factor was also unimportant because 
since the World War rents were legally 
fixed at a very low level in most coun- 
tries, especially in Austria and Czechos- 
lovakia. They did not improve services 
to customers; first, because they were 
rather conservative, then, because in 
relatively poor countries there is not 
much need for special facilities, and, 
lastly, because the opening hours for all 
shops were fixed by law so that there was 
no advantage to small retailers as com- 
pared with distributors using paid labor. 
In Austria, Czechoslovakia and Po- 
land compulsory organizations compris- 
ing similar groups of retailers existed in 
every town or county since Pre-War 
times according to old Austrian laws 
(Handelsgremien, | Gewerbegenossen- 
schaften). Although very limited, they 
had the possibility of collecting their 
membership fees with the help of the 
public tax collector. About 1933 their 
influence began to rise; they were en- 
abled by law and governmental practice 
to collect higher fees and to build up 
compulsory central organizations com- 
prising all the organizations within the 
country. All movements —. a 
corporative order as, for example, 1 
Austria under Dollfuss and partly in 
Poland after Pilsudski’s death—were, 
of course, bound to support such 
endeavors. The Austrian corporative 
movement was chiefly sponsored by 
small merchants and the handicrafts 
which expected a corporative organiza- 
tion of society to protect them from 
ruinous rivalries as the medieval craft- 
guilds had done.’ All these groups allege, 


of course, that they stand for private 
property and for free initiative. But 
their actual purpose is something quite 
different. They aim at guaranteeing 
prices and turnover for the members of 
the group already in business by elimi- 
nating all newcomers. They do not want 
to limit their profits but they want to 
protect themselves against losses. Some- 
times they pretend to fight against the 
large enterprises because of their monop- 
olistic character, but in reality they fight 
equally consumers’ cooperatives which 
have the economic advantage of large 
scale enterprises without the risk that 
they will ever lead to a monopolistic 
exploitation of consumers. 

These groups were not able to achieve 
great success immediately after the 
World War but all this changed as the 
political fight in these countries between 
Germany, Russia and the Balkans be- 
came more acute. The greater part of the 
Fascist groups had made the closing of 
department stores and the prohibition of 
other modern forms of distribution a 
part of their program. In this they 
followed an old practice of all Central 
European middle class movements.‘ 
German Fascism took over these meth- 
ods from older Austrian movements 
which Hitler had known during his 
youth in Vienna. In general these ideas 
are to be found also in the programs of 
other Fascist or semi-Fascist groups in 
the east or south-east of Europe. The 
governments in these countries and 
the political parties supporting these 
governments believed that they could 
meet Fascism only by satisfying the 





?Cf. E. Hula: “The Corporative Experiment in 
Austria,” Social Research 6 (1939), 40; F. Borkenau: 
Austria and After, London 1938 passim. 

4M. Mueller, l.c. 5 sequ. L. Meusel, ‘‘Middle Class,” 
Encyclopedia of the Social Sciences, 11, 415; L. Pesl, 
“‘Mittelstandsfragen” in: Grundriss der Socialoekono- 
mik, Tibingen 1926, 9, 1, 100 (all three with bibliog- 
raphy). 
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middle class groups. So they had to 
propose measures of similar nature. It 
is obvious that they could not fully 
satisfy these groups which were more 
and more attracted by the more glowing 
promises of the ever more radical Fas- 
cists. On the other hand the Fascist 
parties, once they attained power, had 
in their turn to take some measures, 
often unwillingly, in order to create the 
impression that they were acting accord- 
ing to their program. 

Thus a race started which fundamen- 
tally changed the picture in the course of 
a few years. The situation in these 
countries in Eastern Europe is not very 
well known and far less observed than 
the measures propounded in Germany 
after 1933. But the facts are interesting 
especially because they show different 
attempts to counteract the influence of 
the new German ideas by proposing 
methods similar to Germany’s. They 
show, furthermore, the failure of these 
policies. 

Until 1932 domestic trade in all these 
countries was more or less free,® al- 
though foreign trade of many of these 
countries suffered great restrictions due 
to foreign currency regulations, import 
quotas, and prohibitive tariffs. Retail 
trade was very successful in enforcing 
price maintenance by the manufacturers 
and especially in preventing attempts at 
direct selling. Another restrictive meas- 
ure in force a long time was special tax- 
ation, although applied only moderately. 
In Germany, the department store tax, 
in force before the War, was abolished 
after the War; but in 1930 it was rein- 
forced in the form of a special sales tax 
levied on the great retail trade enter- 
prises. Besides there existed discrimina- 


5 Cf. J. Hirsch, Der moderne Handel, seine Organisa- 
tion, seine Formen und die Staatliche Binnenwirtschafts- 
politik (in: Grundriss der Sozialoekonomik) 2 ed, Tuibin- 
gen 1925, 22 sequ. 


tory local taxation. In Austria and 
Czechoslovakia there was no special tax- 
ation but the corporate income tax and 
other corporation taxes were imposed 
in such a way that the difference between 
the tax burden of the independent re- 
tailer and the large scale distributor 
became enormous. Besides the small 
retailer was enabled to avoid the general 
sales tax almost completely by paying 
small lump sums. 

Some measures taken—for example in 
Austria in 1933—‘fitted rather well into 
the general scheme of a competitive 
economy and were not of great impor- 
tance. Special sales of all kinds were 
limited to certain periods of time and 
were dependent upon permission by the 
authorities.’ Exact regulations were is- 
sued which made premiums and contests 
impossible.* The approach of customers 
through outdoor salesmen was strongly 
restricted for a number of goods. These 
measures were general but their effects 
were almost exclusively felt by the great 
enterprises. 

But soon after the establishment of a 
non-democratic order in Austria 1933- 
1934 other more far-reaching measures 
were enforced. Price maintenance for 
branded articles was well known before® 
but in 1934 prosecution was started 
generally against selling below cost. In 
Austria special courts comprising a ma 
jority of laymen judges were established 
for this purpose; they had to make their 
judgments within a month."® The courts 


6 Mueller l.c. 25, 31. 

7 Berman, Verschleierte Ausverkdufe, Wirtschaftliche 
Nachrichten, Wien 1933, 118. 

8 Ertl, Das neue Zugabegesetz, Wirtschaftliche Nach- 
richten, Wien 1934, 583. 

® The situation in Austria and Czechoslovakia was 
similar to that in Germany before the attempts of 
Bruening in 1930 to reduce prices. Cf. Seligman and 
Love, Price Cutting and Price Maintenance, New 
York, 1932, 486; for other countries see e.l. 522. 

10Q, Zimbler: ““Bundesgesetz tiber die Errichtung 
von Schiedsstellen fur Preisschleudereisachen,” 7u- 
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were able to impose fines, and in some 
instances on the basis of their sentences 
business licenses could be withdrawn by 
the authorities. Since in most cases small 
retailers do not keep regular accounts 
the results of the investigations were 
very arbitrary. The great enterprises 
presented insoluble problems as to how 
the usually very considerable overhead 
was to be distributed to individual busi- 
ness transactions. Usually these courts 
based their sentences on “‘cost surveys” 
made by the guilds or trade associations. 
Moreover, the courts decided that the 
merchant was not to undersell prices 
maintained by an overwhelming major- 
ity of his competitors. Another law 
published at the same time allowed the 
guilds under certain circumstances to 
fix prices at a minimum level. This, 
however, was of more importance to the 
handicrafts and service trades than to 
retailing itself. Disagreements between 
competitors were frequently brought to 
court. The consumers were of course 
embittered that shopkeepers were sen- 
tenced for selling too cheaply and conse- 
quently publicity given the trial fre- 
quently resulted in increased business 
for the defendant. For these reasons the 
small retailers found themselves after a 
year more or less compelled to consent 
to the abolition of these special courts. 
Although it was still possible to proceed 
through the regular courts, the trade 
guilds and trade associations had far less 
influence with the regular courts, and 
the procedure was so tedious and com. 
plicated that it was started only rarely. 

The establishment of new department 
stores was prohibited in Austria (1933) 
and Czechoslovakia (1935). Further- 
more, they were prohibited from main- 
taining some departments that were 





ristische Blatter, Wien 1934, 466, and the decisions of 
these courts in the same review 1935, 1936. 


very attractive. In no countries were 
they allowed to sell food. Further, in 
Austria and Czechoslovakia following 
the example in Germany, all service- 
departments in department stores were 
closed, such as restaurants, hairdressers, 
and so forth." 

Some laws restricting limited price 
variety stores in Germany had existed 
since 1932. In Austria they were com- 
pletely prohibited in 1933; they either 
had to be liquidated or their pricing and 
advertising systems had to be com- 
pletely changed. In Czechoslovakia they 
were taxed out of business.” 

Chain stores were attacked. Not only 
were new enterprises prohibited (Austria 
1933, Czechoslovakia 1935), but the old 
enterprises were not allowed to open new 
branches. Extensive regulations pre- 
vented them from establishing chains in 
the guise of apparently independent 
stores." 

Next the retailers attacked the mail 
order business, although it was almost 
negligible. The mail order shoe business 
in Austria was entirely closed. By these 
means sale in Austria of cheap shoes 
from a Czechoslovak large scale manu- 
facturer was to be discouraged." 

In Switzerland there existed a large 
scale enterprise which distributed goods 
by automobiles stopping at the villages 
according to a time schedule. It com- 
peted in this way with the village grocer. 
All attempts at introducing similar en- 
terprises in Austria and Czechoslovakia 
were futile because licenses could not 
be obtained for this method of distribu- 
tion. 


1B, Heilinger: Der Schutz des mittelstandischen 
Detailhandels, Zug 1937, 196, 200, 201, 206. 

120, Louis: Les magasins 2 prix unique en France et 
a l&ranger, Paris 1936, 152, 160. F. Simonet: Le petit 
commerce de détail, Paris 1935, 102. Heilinger l.c. 204. 

13 Heilinger I.c. 205, 207. 

4 Heilinger l.c. 206. 

16 So-called Migros system. c.f. Heilinger l.c. 91. 











262 


THE FOURNAL OF MARKETING 





All these measures did not amount to 
much because, as compared with the 
United States or with the United King- 
dom, all modern forms of distribution 
were relatively unimportant. The re- 
tailers remained dissatisfied. For this 
reason the “conservative” retailers pro- 
ceeded to safeguard their traditional 
forms of business in a different way. 
Overcrowding of the trades was to be 
lessened. There had been rules that made 
selling certain goods dependent on spe- 
cial licenses in Austria, Czechoslovakia 
and Poland since 1908. For instance, for 
selling oranges, lemons, nuts, oil, and 
many other goods—not to mention phar- 
macies, liquor retailing and similar 
branches—a license had to be obtained. 
A businessman, in order to obtain this 
license, had to prove that he had worked 
in this branch for a certain time. In 1933 
the laws in Austria were changed making 
it necessary that this evidence be pro- 
cured for all branches of retail trade. 
This seemed ineffective because almost 
every newcomer was able to bring this 
evidence. Therefore, the opening of a 
new retailing enterprise in Austria was 
prohibited almost entirely in 1933. In 
1935 Czechoslovakia made similar re- 
strictions. In that respect they both 
followed the example of Germany which 
issued such regulations in the spring of 
1933 immediately after Hitler rose to 
power. All these regulations, however, 
were called temporary but their enforce- 
ment was extended repeatedly.” 

Each businessman who wanted to 
open a business was now forced to take 
over some old, unprofitable enterprise, 
as otherwise he was hardly able to 
obtain the license. Moreover, during the 


16 Cf. for that and the following: Heilinger I.c. 201, 
207. Berman: “Gewerbenovelle 1933 und Sperrverord- 
nung, Wirtschaftordnungsnovelle 1934 und ihre Neben- 
gesetze” Wirtschaftliche Nachrichten, Wien 1934, 716 
sequ. 


last decade the authorities had been 
ordered to limit the licenses in such a 
way as to define exactly the character of 
goods to be sold. Thus the retailer was 
not even able to introduce new goods in 
his business without a new license. For 
instance, if so far he had sold knitted 
articles, he could not suddenly sell 
woven goods along with knitwear; a 
greengrocer could not suddenly sell 
bread; a butcher could not sell cured 
meat; a dealer in stationery could not 
take up selling books. 

Also, the retailer could not move his 
shop to a more favorable location be- 
cause he had obtained his license only 
for doing business at a certain address. 
In such a case the authorities pre- 
scribed an investigation as to whether 
other shopkeepers doing business around 
the new location would be “damaged.” 
It was not surprising that in most cases 
the old-established retailers were at an 
advantage as against the newcomer and 
that the move was not permitted. 

Some especially strong groups were 
able to obtain even more stringent regu- 
lations. In Austria the milk-marketing 
board, for instance, enforced not only a 
fixed wholesale price of milk but the 
sales volume of each dairy shop was also 
fixed and protected. Milk prices were 
fixed at a very high level to benefit the 
farmers. The profit margin was fixed too. 
For this reason consumption of milk 
became very low; despite the relatively 
high profit margin, many dairy men were 
unable to prosper, due to the low sales 
volume.!” Therefore, enterprises with 
more capital bought from the smaller 
ones the permit to sell a certain quantity 
of milk, so that they secured for them- 
selves that sales volume which kept their 
overhead in a satisfactory proportion. 


17 QO, Morgenstern: “‘The experience with public regu- 
lations and public monopoly abroad” Proceedings of the 
Academy of Political Science, 18 (1939) 158. 
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German Fascism promised to every 
economic group whatever they wanted 
(“special privileges for all’). In the be- 
ginning they succeeded in concealing 
from their followers the fact that such 
promises have mostly to be kept at the 
expense of others to whom they also 
promised special advantages. Germans 
have expropriated department stores in 
some instances, but later on they had 
them run by other persons. Consumers’ 
cooperatives were closed now and then, 
but after a short time they were reopened 
under a new management chosen by the 
government. Thus it seemed the best 
means for supporting retailers remained 
to reduce the number of enterprises but 
the choice was not made according to 
economic viewpoint of prosperity in 
business. Political selection seemed to be 
preferable and thus the elimination of 
Jewish traders was the hoped-for squar- 
ing of the circle. In this way the ranks 
could be thinned temporarily. After the 
shops have been turned over to different 
people, the same condition will result 
after a while, and then once more there 
will arise the problem whether perhaps 
some other groups of “‘enemies of the 
state” are to be eliminated from the 
economic life in order to make room. 
Some indications make it evident that 
German Fascists no longer need these 
groups and that they do not consider 
themselves dependent upon them. New 
German regulations in connection with 
the Four-year Plan and the new labor 
regulations request not only a special 
permit for opening a shop but they go 
much further.!* If the work of the owner 
is found not to be in accord with the 
“common welfare” or with the economic 
plan of the new order the owner is to be 
assigned to other work according to the 
needs of the Four-year Plan and the shop 


6 “Auskammung des Einzelhandels,” Der Deutsche 
Volkswirt Berlin 1939, 1195. 


is to be closed by revoking the license. 
The German regulations for price fixing, 
which take up old rules from the World 
War times, demand lowering of prices. 
All minimum price agreements were in- 
validated recently.’® In order to keep 
wages at a low level one has to keep up 
the appearance that the cost of living 
is not rising and that food is not short. 
For this reason, nothing is simpler than 
to close some shops and to send a few 
bakers or butchers to a concentration 
camp because they raised food prices. 
It is always more convenient to hold 
persons responsible who can easily be 
recognized by the public than to cure the 
causes of price movements. 

It is shown more and more that small 
merchants joining the ranks of Fascism 
as ardent followers cannot change the 
fact that Fascism strives for centrally 
organized state economy. Therefore, 
Fascism has to favor those forms of 
enterprises which can easily be con- 
trolled and guided. Especially in a regi- 
mentated economy retail trade as a 
whole becomes less and less important. 
The more the state’s sphere of influence 
upon distribution increases—as in Ger- 
many, for instance, it proceeds to ration- 
ing of food—the less room is there for 
the individual retailer. The officer of 
distribution, authorized by the state, or 
the semi-official large scale enterprise, 
managed by semi-official organizations, 
are easier to supervise and are therefore 
preferable. Retail trade, however, as a 
pressure group, knew how to obtain 
success during Fas:'sm’s struggle for 
power, but with the decline of free 
economy it will die. Its success has 
helped in destroying free economy, but 
at the same time it endangered most 
seriously its own existence.” 


19 Wirtschaftliche Nachrichten, Wien 1939, 143. 
20 The manuscript was finished May 1939. 











FARM FAMILY INCOME AND EXPENDITURES 
FRANK FURBUSH 


Research Division, Successful Farming 


Epitor’s Note: Mr. Furbush indicates briefly the 
significance of data from the Consumers Purchases 
Study for market analysis in the farm field. 


O THE MARKETING profession, the 

federal government’s Consumer Pur- 
chases Study describes the selective 
characteristics of markets; to sociolo- 
gists, it reports the plight of the “lower 
third” and the opulence of the “upper 
third’; to home economists, it suggests 
minimum diets and subsistence stand- 
ards. Though it may mean all things to 
all men, there is no disagreement on the 
great significance of the expenditure data 
provided by the study. Pending release 
of the National Resources Committee’s 
expenditure projections,! by types of 
communities the question of “typical” 
expenditure patterns can only be an- 
swered by employing the individual sam- 
ples reported by the Bureau of Home 
Economics and the Bureau of Labor 
Statistics. 

The current methods of using these 
samples are: (1) an individual sample, 
(2) combining several samples within the 
same population group, and (3) pro- 
jecting samples to U. S. totals. 

The purpose of this paper is three- 
fold: to present one method of project- 
ing the farm samples to U. S. totals, 
to summarize the results, and to meas- 
ure the Study’s effect on sales and ad- 
vertising policies in relation to the con- 
sumer. Basic sources of the Bureau of 
Home Economics farm family samples 
are personal interviews in 66 counties 
which included 70,721 “‘record cards’’ to 
determine family eligibility; 25,128 ‘‘in- 

1 The distribution of families by income groups has 
already been reported in “Consumer Incomes in the 


United States’; and for expenditures of all families in 
“Consumer Expenditures in the United States.” 
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come schedules” to measure amount 
and sources of income; 16,915 “‘expendi- 
ture schedules” to report average ex- 
oenditures for 15 major classifications. 
The method of projection employed by 
the Research Division of Successful 
Farming? essentially was to work from 
samples to the states in which samples 
were taken, from these states to regional 
data, and from regional data to U. S. 
totals for non-relief farm families. 


1. Assumption: Sample Counties Are 
Representative of Their States 


Since income samples were reported 
for each of the 66 counties in 20 states® 
and expenditure data were combined 
into 14 state groups, it was first neces- 
sary to combine the income samples 
into the same state groups as the ex- 
penditure samples. Because coverage 


varied for each sample, some method of 


weighting was desirable. This was ac- 
complished by computing the propor- 
tion of non-relief families and their per- 
centage distribution by income groups 
from the combined income samples and 
applying them to the total farms (1935 
Census) for each state group. 


2. Assumption: States dre Representative 


of Their Regions 


The next step was to multiply the 
estimated families by the average ex- 
penditures for each income group for 
each of the 15 classifications, and for 
each state group. Adding total expendi- 
tures and families for all state groups 
within each region made possible the 

2 “How Farm Families Spend Their Money,” Suc- 
cessful Farming, February 1939. 


3 Actually 22 states, but the South Dakota-Montana- 
Colorado data were combined. 
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computation of averages for the five 
geographic regions defined by the Na- 
tional Resources Committee. From this 
point the number of non-relief farm 
families in each income group and region 
as reported by the N.R.C.‘ is multi- 
plied by the regional average expendi- 
tures to obtain regional total expendi- 
tures. Adding regional totals produces the 
U. S. totals. 

Obviously, neither of these assump- 
tions is completely valid. According to 
the Bureau of Home Economics, ‘““The 
farm sections...were chosen to be 
representative of specific types of farm- 
ing...in the counties chosen, condi- 
tions were sufficiently favorable to a 
particular type of farming that consid- 
erable specialization occurred... the 
farm counties selected, therefore, can- 
not be said to represent a state or a geo- 
graphic region. If the data from a sample 
are used to depict a state or area, the 
extent to which the sections studied 
match the pertinent characteristics of 
that state or area must be taken into 
consideration.” The only direct evidence 
available as to the representativeness of 
the sample is provided in the Bureau’s 
appraisal of the Pacific and Mountain 
and Plains counties. 

In the absence of income and expendi- 
ture data of “typical” counties, no 
alternative remains but to use these 
samples and recognize their limitations. 
The result of these projections is to 
account for a total income for non-relief 
farm families of $7,551,000,000, 3% less 
than N.R.C.’s estimate of $7,764,000,- 


43/ 


ooo. While this is no guarantee of the 


‘Computed from Tables 18B and 24B, ‘Consumer 
Incomes in U. S.” N.R.C. 

5 Represents net family income, after all production 
expenses are paid out of gross income. Computations 
from Bureau of Agricultural Economics data indicate 
production expenses during the year 1936 amounted to 
an additional $13,625 million. No attempt was made to 
distribute the above discrepancy. 


accuracy of the detail by classifications 
and income groups, checks with the 
projections as yet unpublished by the 
National Resources Committee indicate 
a satisfactory agreement. Table I reports 
the amount of cash spent, the net sur- 
plus or deficit and the non-cash income 
for all farm families, those with incomes 
of $1,000 and over and those with less 
than $1,000. In the almost equal dis- 
tribution of families in these two income 
groups and the topheavy expenditures 
of the higher income group, the implica- 
tions of the Consumer Purchases Study 
become apparent. This disparity be- 
tween income groups is further empha- 
sized in the average expenditures of each 
income group shown in Chart I for one 
classification: automobile purchase and 
operation for family use (production use 
of the automobile excluded). 

To know that purchasing power is 
concentrated among families in the 
upper income brackets is not new, but 
the Consumer Purchases Study pro- 
vides the first precise measurement of 
this concentration. 

The implications of this concentration 
serve to re-emphasize selective selling 
and advertising policies. A year ago at 
the American Marketing Association’s 
Washington meeting,’ D. B. Mont- 
gomery, Consumers’ Counsel of the 
A.A.A., referring to this concentration 
said: ““To me this suggests that market- 
ing research should find out what can be 
done to increase consumption among 
low-income families, but I imagine that 
your interest will center largely on 
pointing out from these reports that 
there is a large part of the population 
with which the business of selling and 
advertising need not concern itself.” 
Those attending the meeting will recall 
the absence of any reply to Mr. Mont- 
gomery’s remarks. 


6 Reported in THE JOURNAL OF MARKETING, July 1938. 
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TasBe I, Estimatep INcoME AND ExpenpiturEs OF Non-RELIEF FARM FAMILIES 











Families With Incomes 























All oe —_— 
Families as Under 
$7,000 &F Over $1,000 
Number of Families 6,166,558 2,940,111 3,226,447 
Expenditures (Millions of $): 
1. Food (purchased) $ 41,112 $ 671 $ 441 
2. Clothing 621 417 204 
3. Automobiles, purchase & operation 554 416 138 
4. Household operation 411 288 123 
5. Medical care 299 196 103 
6. Furnishings & equipment 190 14! 49 
7. Gifts, taxes, etc. 179 135 44 
8. Recreation 131 99 32 
9. Housing IOI 81 19 
10. Personal care 98 66 32 
11. Tobacco 89 51 3 
12. Education 61 | 46 15 
13. Other items 42 26 16 
14. Reading 40 27 13 
15. Other travel 14 9 5 
CasH SPENT $ 3,942 $ 2,669 $ 1,273 
Net Surptus or DEFicitT 33 1,212 —379 
Tora. CasH $ 4,775 $ 3,881 $ 894 
Tora, Non-Casu 2,776 1,697 1,079 
Tora Famity Income $ 7,551 $ 5,578 $ 1,973 
Average Cuart I: Estimatep ExpENDITURES FOR AUTOMOBILE PURCHASE AND 
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Yet this charge against the marketing 
profession becomes something less than 
the complete analysis, since by concen- 
trating sales pressure among the families 
with purchasing power, and thereby re- 
ducing sales costs, a greater net profit is 
possible. At this point, the manu- 
facturer has a choice of several alter- 
natives: retaining the profit, increasing 
the quality of product, or reducing 
prices. 

If the assumption is permissible that 
manufacturers are still guided by the 
profit motive, then no generalization can 
be made as to which of these alternatives 
they will select. Instead, the degree of 
market elasticity, profit ratio to volume 


and price will continue to guide manu- 
facturers’ decisions. What is sweet for 
the light bulb manufacturer is hemlock 
to the flour miller, and there is no eco- 
nomic guarantee that manufacturer and 
consumer self-interests are invariably 
parallel. But to a majority of manufac- 
turers, price reductions promise in- 
creased profits and the consumer thereby 
benefits. 

Savings made through selective selling 
are just as real as savings made by im- 
proved production techniques. If the 
Consumer Purchases Study points the 
way toward reduced costs of selling, 
then one more tool is gained to give the 
consumer more for his money. 











LENDERS EXCHANGES IN THE PERSONAL 
FINANCE BUSINESS 


M. R. 


NEIFELD ano A. E. ROBICHAUD 


Beneficial Management Corporation, Newark, N.f. 


Epitor’s Note: Mr. Neifeld and Mr. Robichaud de- 
scribe the development of spontaneous cooperative regula- 
tion in a field in which competition has traditionally been 
keen, and often ruthless. One cannot read into this develop- 
ment the interpretation that proprietors of small loan 
establishments have become altruistic enough to sacrifice 
their own economic interests in order to protect their cus- 
tomers from over-extension of credit. Instead they have 
acted in that area where the interests of lender and bor- 
rower typically coincide. With the regulation growing out of 
an increasing awareness of the problems by members of 
the industry, instead of being forced upon a reluctant in- 
dustry, it may be expected to spread to include a greater 
proportion of operators in this field, and perhaps, by ex- 
tension to other constitutions become eventually a com- 
munity control of consumer credit. 

To promote, protect and maintain the 
best interests of the public and its members 
through the medium of the interchange of in- 
formation in order to prevent careless and 
promiscuous borrowing and restrain the 
practice of extending unlimited loan accom- 
modation to any one borrower thereby pre- 
serving the borrower’s good credit standing 
and self-respect in the community. 

HESE words set forth the purpose of 

the Louisville Lenders Exchange 
Bureau, an agency formed by licensees 
in personal finance to prevent over-ex- 
tension of this type of consumer credit. 
Similar language appears in the consti- 
tutions of lenders exchanges in many 
cities. 

In these days of emphasis on govern- 
ment regulation of business, the develop- 
ment of lenders exchanges has unusual 
significance for social scientists. Ex- 
changes are part of the reasons why the 
personal finance business is a shining 
example of how business and govern- 
ment can work harmoniously together 
for the best interests of the community. 

Not over a quarter of a century ago 
small loan conditions in most states were 
in a chaotic condition. Unscrupulous 
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lenders catered to the inescapable de- 
mand for cash loans in small sums, but 
were not very careful about how they 
did it. Anti-social practices were rife and 
persisted in spite of sporadic campaigns 
to enforce antiquated usury laws. 

Not until legislation squaring social 
needs with economic facts was formu- 
lated, was it possible to have a workable 
program of commercial loans for the 
industrial worker in a money economy. 
The new legislation was itself the prod- 
uct of cooperation between social worker 
and man of business. Out of the fusion 
of research and experience came a com- 
promise which was the first practical 
method of eliminating the loan shark 
permanently through the competition of 
legitimate agencies. 

The story of small loan legislation is 
an interesting one in its own right, but 
here we are concerned with the lenders 
exchange as a self-imposed device which 
business men have created to eliminate 
certain types of marketing abuse form- 
erly prevalent. 

These lenders exchanges, “lenders 
clearance houses,” “exchange bureaus,” 
or simply ‘“‘exchanges,” are unusual busi- 
ness — for a number of reasons: 

They are cooperatively organized 
ghost bureaus for self-regulation, 
yet the members are active com- 
petitors. 


(2) A surprisingly large proportion of 


licensed lenders are members. 
(3) The rules and regulations are de- 


signed to safeguard the welfare of 


the borrower by limiting the ex- 
tension of credit, and only second- 
arily that of the membership. 
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(4) They do not check credit or give 
credit ratings. They serve only to 
prevent duplication. 


The following typical language taken 
from Section I, General Procedure for 
Clearing Loans of the Exchange Bureau 
of Philadelphia, reveals how duplica- 
tion or over-extension of credit is 
avoided: 

No loan shall be made unless the names of 
all signers have been put through the Bu- 
reau for clearance and notice has been given 
by the Bureau that such names are clear. 

If the Bureau reports listings of such 
names with other members, no loan shall be 
made by a member until it has received a 
clear report on each name directly from such 
other members and has paid by its check 
only the existing principal and interest bal- 
ance or balances, due such members. 

The principal and practice of “‘pay-off or 
lay-off” is to be strictly followed in all cases 
without exception. Mutual agreements be- 
tween members to double up with each other 
are prohibited. 


In states in which licensees specialize 
on note, chattel or automobile loans, 
borrowers are sometimes permitted to 
offer unpledged security for another loan 
with a second lender. This development 
is a transitional stage towards a wider 
community control of consumer credit. 

In many communities where the cost 
of operating a “duly organized ex- 
change” would be prohibitive because of 
lack of a sufficient number of licensees, 
the same result is secured by an informal 
exchange of information. Thus, there 
are no organized exchanges in the State 
of Maine, but the lenders in Bangor, 
Biddeford, Portland and Waterville ex- 
change information by telephone. The 
same procedure is followed in New 
Hampshire, Vermont, West Virginia and 
elsewhere. 

We have been able to compile a list 
of $7 “duly organized”’ exchanges located 


in 22 of the 28 states which have ade- 
quate small loan legislation. These ex- 
changes have a membership of 1,216 
licensees and transact 174,313 clearances 
monthly or more than two million a 
year. 

Pennsylvania, with 8, has the largest 
number of exchanges, Connecticut fol- 
lows with 7, New York with 5, Michigan 
and Massachusetts with 4 each. In sev- 
eral instances lenders in different com- 
munities belong to the same exchange. 
Kor example, the Lehigh Valley Ex- 
change located in Bethlehem, Pennsyl- 
vania embraces lenders in Easton, 
3ethlehem, Allentown and Stroudsburg. 
The North Jersey Exchange located in 
Newark, New Jersey, is made up of 
lenders situated in most cities in north- 
ern New Jersey. 

The size of the exchange depends on 
the size of the market which it serves. 
The Lenders Clearance Service, Inc., 
New York City, is the largest exchange 
in the country. It has 168 members. It 
has its own office set-up, employs 22 
girls in normal times, and clears some 
31,200 names per month. The Chicago 
Exchange is the second largest in point 
of view of ‘clearance.’ It clears some 
16,000 names per month, has its own 
office set-up and employs 15 girls. Both 
New York and Chicago Exchanges oper- 
ate what is known as a strict ‘telephone 
exchange’. Lenders telephone all names 
into the clearing house exchange for 
clearances. There are but 8 such ex- 
changes in the country: namely, New 
York; Chicago; Holyoke, Massachu- 
setts; Pontiac and Flint, Michigan; San 
Francisco and Oakland, California; and 
Rockford, Illinois. The remaining 49 
operate what is known as ‘mail and tele- 
phone exchange,’ that is, the telephone 
is used for special day clearances, and 
loans made and rejected are sent in by 
mail each night after closing hours. 
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When they are received the next morn- 
ing by the exchange, girls immediately 
go to work on clearances and in most 
instances telephone results back to loan 
offices by ten or eleven the same 
morning. 

A summary of the number of ex- 
changes in each state, the number of 
licensee members and the clearings 
monthly are shown in Table I. 


TaBLe I. LeEnpERs ExcHANGES IN THE PERSONAL 
FINANCE BusINEss IN THE UNITED STATES 





























1939 
Re 
ba | Number of | Number of 
State pwesad of| Licensee | Monthly 
” iat Members | Clearances 
Arizona ” | ” | 
California 3 | 202 | 15,000 
Colorado I 14 | 2,200 
| | 
Connecticut 7 | 47 4,740 
Florida 3 20 | 2,830 
Illinois 3 | 123 | 17,300 
Indiana 2 | 14! 800! 
lowa I - 650 
Louisiana I 17 8, 500 
Maryland | 1 35 3,500 
Massachusetts 4 93 16, 400 
Michigan 4 60 16,415 
| 
Missouri | 2 45 5,500 
Nebraska 1 8 1,100 
New Jersey 2 71 7,800 
New York 5 202 40,400 
Ohio 2 56 8,500 
Oregon I 8 567 
Pennsylvania 8 140 16,575 
Rhode Island I 15 1,250 
Utah 1 9 1,300 
Virginia 3 20 1,886 
Wisconsin | I 10 1,100 
TOTAL | $7 | 1,216 174,313 





* Figures incomplete 
1 Figures for one exchange only. 


Some of the exchanges with longer 
history operate more efficiently than 


curbing the overlending of credit. The 
Indianapolis, Indiana Exchange claims 
to be the oldest in the country, but it has 
not been possible to verify the claim. 
Our records to date show the Baltimore 
Exchange, formed and organized in 1918, 
as the first. The majority have organized 
during the last 15 years. 

These 57 exchanges are all formally 
organized. President, Vice-President, 
Secretary, Treasurer and other officers 
are responsible to Boards of Directors 
comprised of the leading lenders in the 
community who hold several meetings 
per year. For example, the New York 
City Exchange holds six meetings each 
year attended by 150 to 165 of its 168 
members. On these occasions talks of 
interest are given by the officers, board 
members, and in many instances ems 
ployees of the exchange speak on way- 
and means of bettering the exchange. In 
this way members are always kept up-to- 
date and well-informed as to what goes 
on and what is needed for greater effi- 
ciency. 

Boards of Directors which transact 
the business affairs of the exchange, of 
course, meet more often than the mem- 
bership as a whole. They review reports 
of the conduct of the exchange, handle 
staff employment problems, check into 
space and equipment, make time studies 
of the clearances of names, act as a 
clearing house for cooperating with other 
consumer credit agencies,’ social and 
welfare groups and, in some instances, 
city and state bodies. 

Policing the business is another im- 
portant duty of the Board of Directors. 
At each meeting inter-lender complaints 
are heard, examined and decisions made 
as to party at fault. If violations of the 
exchange rules are established, fines or 
guaranties are meted out by the full 


board and must be abided by. In the 


others, but all concentrate on the job of absence of specific violations, the Board 
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TaB_e IJ. Lenpers ExcHances By STATES; PERSONAL FINANCE 


ComPANIES OF THE UNITED STATES 





















































1939 
| re ee 
y Date |° a of Number of | , wanton of 
Name Located At O ‘aed | Licensee | Empl Clearances 
TEANsEA | Members | “™PMIES| Monthly 
Arizona 
Phoenix—to be organized soon l 
California 
San Francisco Exchange! Bureau San Francisco 1934 29 3 5,400 
The Finance Bureau, Inc.! Oakland 1938 14 2 | 1,600 
Los Angeles Credit Exchange Los Angeles 1933 1$9 13 | 8,000 
TorTAaL 202 18 15,000 
| 
Colorado 
Denver Lenders Exchange Denver 1938 14 2 | 2,200 
Connecticut | 
Bridgeport Association of Personal Finance | 
Companies | Bridgeport 1932 | 11 I 800 
Hartford Exchange Bureau of Personal | 
Finance Companies Hartford 1925 | 11 — 640 
Meriden Association of Personal Finance 
Companies Meriden 1932 | 3 250 
New Britain Industrial Lenders Exchange | New Britain 1929 3 - 300 
New Haven Exchange Bureau of Personal 
Finance Companies New Haven 1923 9 - | 1,800 
Industrial Lenders Exchange of Stamford Stamford 1932 | 4 — 350 
Waterbury Exchange Bureau of Personal 
Finance Companies Waterbury 1930 6 2 600 
TOTAL 47 3 4,740 
Florida | 
Tampa Association of Personal Finance 
Companies Tampa 1929 | 7 | 670 
Miami Association of Personal Finance | 
Companies Miami 1932 | 9 - 600 
Jacksonville Personal Finance Companies 
Exchange Bureau Jacksonville 1930 | 4 —_ | 1,560 
' | — — } — 
TOTAL 20 -- 2,830 
Illinois | 
Rockford Association of Personal Finance | | 
Co’s. (1) Rockford 1930 4 — 400 
Tri-City Association of Personal Finance 
Co’s. Moline 1928 | I - goo 
Chicago Industrial Lenders Exchange ! Chicago 1928 | I0 15 | 16,000 
= 9 
TOTAL 123 1S | 17,300 
Indiana 
Personal Finance Companies of Fort Wayne | Ft. Wayne 1924 | 14 — 800 
Indianapolis Mercantile Agency Indianapolis 2 s s . 
ToTat | 14 | — 800 
Towa 
Recorder Index Bureau Des Moines 1927 | 7 I | 650 
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| Number of 








Number of 
Clearances 
Monthly 


, , j : Number o 
Name Located At Organized | Licensee |. , of 
Employees 
Members : 
Louisiana 
New Orleans Exchange of Personal Finance 

Companies New Orleans 1928 17 2 

Maryland 
Exchange Bureau of Baltimore Personal Fi- 
nance Companies 3altimore 1918 36 1 
Massachusetts 
Personal Finance Exchange Bureau Boston 1931 75 5 
Springfield Exchange Bureau of Personal | 
Finance Companies Springfield 1937 9 I 
Holyoke Exchange Bureau ! Holyoke 1934 4 
Pittsfield Lenders Exchange Pittsfield 1932 § 

Tora. | 93 6 
— —_ | en = ee . 
Michigan 

Detroit Lenders Clearing House Association | Detroit 1922 4 "7 
Small Loan Exchange of Personal Finance 
Companies ! Pontiac 1927 6 
Flint Industrial Lenders Exchange ! Flint 1930 8 
Lansing Industrial Lenders Exchange Lansing 1928 6 

Tora 60 7 

Missouri 
St. Louis Industrial Lenders Exchange St. Louis 1929 35 3 
Kansas City Association of Personal Finance 

Co’s. Kansas City 1927 I 2 

TOTAL 45 5 
Nebraska 

Omaha Lenders Exchange Omaha 1938 8 I 
New Fersey 

North Jersey Exchange Bureau Newark 1938 67 4 

Trenton Association of Personal Finance 

Co’s. Trenton 4 I 

Tora. 7I 5 
New York 

Buffalo Lenders Clearing House Association | Buffalo 1933 | 15 2 
Capital District Exchange Bureau Albany | 1934 7 
Rochester Association of Personal Finance | 

Co’s. | Rochester 1933 | 5 
Syracuse Exchange Association of Personal 

Finance Co’s. Syracuse 1936 7 — 
Lenders Clearance Service, Inc. ! New York — 168 22 

TOTAL |} 202 24 

Ohio 
Cincinnati Industrial Lenders Asseciation Cincinnati 1924 27 2 
Cleveland Association of Personal Finance 
Co’s. | Cleveland 1925 | 29 4 
Tora. 66 6 
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= = — memes pemmne = , - : - oe = 
Number of | ,, Number of 
: Date . Number of \ p 
Name Located At 0 ‘ned Licensee Empl | Clearances 
rganize Employees 
| “7S 4 | Members | “™PY°5 | Monthly 
Uregon 
Portland Exchange Bureau Portland 1936 : 2 567 
Pennsylvania 
Lehigh Valley Exchange Bureau Bethlehem 1939 13 2 1,100 
Exchange Bureau of Pittsburgh Pittsburgh 1922 32 3 4,500 
Erie Association of Personal Finance Com- | 
panies Erie 1934 5 800 
Exchange Bureau of Philadelphia Philadelphia 1919 58 4 6,000 
Wilkes Barre Exchange of Personal Finance 
Co’s. | Wilkes Barre | 1924 5 400 
Industrial Lenders Exchange of Scranton | Scranton 1929 3 400 
Harrisburg Credit Exchange | Harrisburg 1922 16 3,000 
York County Exchange Bureau of Personal 
Finance Co’s. York 1930 8 375 
TOTAL 140 9 16,575 
Rhode Island 
Greater Providence Exchange Bureau Providence 1938 15 I 1,250 
Utah 
Lenders Exchange Bureau of Salt Lake City | Salt Lake City | 1939 9 1, 300 
Virginia 
Norfolk & Portsmouth Personal Finance Ex- 
change Bureau Norfolk 1928 7 2 760 
Exchange Bureau of Richmond Personal Fi- 
nance Co’s. Richmond 1931 7 740 
Roanoke Exchange Bureau of Personal Fi- 
nance Co’s. Roanoke 1931 6 386 
TOTAL 20 2 1,886 
Wisconsin 
Milwaukee Industrial Lenders Milwaukee 1930 10 I 1,1C0 


Unless otherwise indicated the exchanges are operated by both mail and telephone. 


! Telephone only. 2 Figures not available. 


of Directors may nevertheless call a 
lender before it for explanation of gen- 
eral behavior or attitude in reference to 
the adherence to the exchange constitu- 
tion and by-laws, governing rules and 
regulations. Shortcomings and errors, 
established through careful study, invite 
suitable action by the Board even to the 
point of expulsion of the offending mem- 
ber. Such disciplinary measures are rela- 
tively few. Before re-admittance as a 
member a lender must satisfy the Board 
as to future motives and plan of action 
and must guarantee full outright accept- 





ance of the constitution, by-laws, rules 
and regulations and code of ethics. 

These exchanges are jealous of their 
good behavior; they are diligently and 
conscientiously devoted to seeing that 
the membership establishments con- 
tinue in good order. In understanding of 
good public relations, in acceptance of 
enlightened government supervision, and 
in successful self-regulation of a difficult 
business, they are years ahead of other 
consumer credit groups. 

An enumeration of the exchanges by 
states is shown in Table II. 








TIME AND DUTY ANALYSIS OF 
WHOLESALERS’ SALESMEN 


HERMAN C. NOLEN 
Ohio State University 


Epiror’s Nore: Professor Nolen’s paper was pre- 
sented before a session of the American Marketing Associa- 
tion in Philadelphia in December. 


UR COMPETITIVE economic system 

has been repeatedly attacked as 
wasteful and in recent years this attack 
has been leveled particularly at distribu- 
tion. Among other things, it has been 
charged that marketing costs in general 
and personal selling costs in particular 
are excessive. That selling costs in many 
instances may be high can hardly be 
denied, as what limited statistical evi- 
dence relating to this subject is avail- 
able seems to indicate that production 
coasts have been steadily reduced while 
distribution expenses have been rising, 
at least relatively.! This situation is due 
in part to the fact that while scientific 
management methods and principles 
were applied to the solution of produc- 
tion problems the same methods and 
principles were quite generally over- 
looked or neglected in the solution of 
marketing problems. If it were true that 
there is a body of basic management 
principles peculiar to the field of manu- 
facturing, another peculiar to distribu- 
tion, and a third peculiar to finance, one 
could readily understand this failure of 
marketing executives to profit from the 
experience of production executives. But 
this certainly is not the case; manage- 
ment principles are universal and can 
be applied to all fields of business ac- 
tivity. The technique in applying these 
principles may vary somewhat with the 


1 Stewart, Paul W., et al., “Does Distribution Cost 
Too Much?” Twentieth Century Fund, New York 
City, 1939, p. 336. 
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individual characteristics of the particu- 
lar field in question, but the principles 
themselves are basic and vary but 
slightly between the major segments of 
our economy such as production, dis- 
tribution, and finance. 

For many years industrial engineers 
have been applying a scientific, objective 
approach to the work of factory em- 
ployees with outstanding success. The 
results obtained are known and appre- 
ciated by all who are familiar with 
manufacturing processes. New methods 
have been developed that have sharply 
reduced manufacturing costs and at the 
same time made possible remarkable im- 
provements in the products themselves. 
But the improvements have not been 
limited to increased mechanical eff- 
ciency. The intensive study of the worker 
and his machine has made possible the 
establishment of accurate performance 
standards. By means of such detailed 
study of the worker and his job, produc- 
tion experts have been able to determine 
with considerable precision just what 
constitutes an “honest day’s” work. As 
a result, production planning and em- 
ployee training and supervision have 
been facilitated tremendously, with ob- 
vious benefits to all parties concerned, 
including the worker, the employer and 
society in general. 

Development of Time and Duty Study. 
Despite the progress that was made in 
manufacturing by an intensive study of 
the job, the feeling has been general that 
marketing is an activity that does not 
lend itself to the same type of treatment. 
It has been said that there are too many 
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variables in selling, that the human ele- 
ment is too prominent, and that it isn’t 
necessary, anyway, as salesmen can be 
placed upon commission plans of com- 
pensation and the incentive offered by 
the opportunity to earn large commis- 
sions automatically induces the salesmen 
to peak accomplishment. However, ex- 
perience has taught us otherwise. We 
now find that certain phases of the sales- 
man’s task can be standardized, that 
accurate performance standards can be 
established, and that the compensation 
plan cannot be relied upon as an ade- 
quate substitute for careful sales train- 
ing and supervision. 

With the realization that the salesman 
has a right to expect intelligent guidance 
from the management, a new attitude 
toward selling has developed. Sales 
managers have come to appreciate that 
they must learn more about the sales- 
man’s task so that they may give their 
representatives the kind of help that is 
needed. The result has been an intensive 
search among marketing men for means 
and methods that will increase the sales- 
man’s effectiveness and at the same time 
enable the management to appraise with 
reasonable accuracy the salesman’s per- 
formance. 


In accord with other students of 


marketing, the author has given much 
thought to the problem of learning more 
about the salesman’s task and has en- 
gaged in considerable research on this 
subject with Professors T. N. Beckman 
and H. H. Maynard of The Ohio State 
University. With the encouragement 
and helpful cooperation of several large 
outstanding national organizations, con- 
siderable progress has been made. Thus, 
a special technique and methodology 
have been developed in attacking the 
problem of analyzing the salesman’s 
task, which the author has labeled 
“Time and Duty Study.” 


What is Time and Duty Study? A 
“Time and Duty Study” of salesmen is 
fundamentally a searching, scientific 
analysis of the salesman’s work, for the 
purpose of determining the best methods 
of performing his duties and establishing 
accurate performance standards. It en- 
tails a minute observation of the sales- 
man while engaged in his normal tasks so 
that each activity may be carefully 
scrutinized for the purpose of evolving 
the most effective means of discharging 
those functions. It includes also the 
setting up of standards of effort and ac- 
complishment so that a salesman’s value 
may be appraised accurately. 

Although one might infer from the 
term ““Time and Duty Study” that it is 
like time and motion study in industry, 
actually the two types of analysis have 
little in common except for the funda- 
mental objectives. Although in both one 
seeks to determine the best ways of per- 
forming jobs and in both one seeks to 
establish criteria of performance, the 
technique followed and the utilization of 
the data are distinctly different. While 
the one is primarily concerned with the 
elimination of waste motion in order 
that operations may be performed in a 
shorter period of time, the other con- 
cerns itself primarily with the develop- 
ment of effective presentations of ideas 
to prospects so that the maximum profit- 
able sales volume may be created with 
the minimum expenditure of money and 
effort. One deals extensively with me- 
chanical factors and the other with psy- 
chological and human reactions. Finally, 
the training of men for time study work 
in industry is entirely different from 
that used in preparing time and duty 
analysts. 

Importance of Time and Duty Study. 
The effectiveness with which the man- 
agement directs the efforts of its sales- 
men into profitable activities is a most 
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vital factor in the marketing success of 
any enterprise. The executive charged 
with this responsibility must therefore 
have a thorough knowledge and under- 
standing of the salesman’s job. Although 
some of this knowledge may be secured 
through constant daily contact with 
salesmen, the writer feels that the only 
way of securing thorough and scientific 
information of this type is by means of a 


| 








Time Elements Minutes 
| Per Day Per Call | 
Idle 60.0 6.3 
Travel 79.0 8.3 
Await interview 48.1 $.2 
Broken interview 30.4 Oe 
General conversation 50.5 5.0 
Collecting 8.3 0.8 
Making adjustments ..3 0.9 
Miscellaneous 30.8 3.2 
Order taking‘ 32.8 3.4 
Selling 99.0 11.3 
Total | 444.2 Ps ee 


1 The writer regrets that he is unable to designate the particular wholesale 


firms do not desire to reveal this information. 


City Salesmen? 


salesman’s earnings rise and he develops 
greater confidence in himself. In fact, 
experience has shown once a salesman 
begins to benefit from a study of this 
type, he becomes its most enthusiastic 
exponent. 

Objectives of ‘‘Time and Duty” Study. 
The objectives of a “Time and Duty” 
analysis of salesmen are several and may 
be classified into primary and secondary. 


TABLE I. DistRIBUTION OF WHOLESALE! SALESMEN’S TIME PER Day anp Per Catt MADE 


Country Salesmen® 


Minutes 

Per cent : Per cent 

of Time Per Day Per Call of Time 
13.5% 92.4 11.3 14.79% 
17.5 123.4 15.1 20.4 
10.7 44.0 5.1 6.9 
6.8 30.8 3.6 4.8 
ee.4 68.0 8.0 10.9 
1.8 20.2 4.0 4.7 
9 12.9 - 2.3 
6.5 34.0 4.0 $.4 
7.6 99.8 12.2 16.1 
22.8 83.1 10.2 13.8 

100.0% 614.4 75.2 100.0% 


trade studied but the cooperating 


2 The data on city salesmen include 40 complete days work of 28 individual salesmen representing six firms. 
3 The data on country salesmen include 28 complete days work of 26 individual salesmen representing six firms. 
4 Order taking includes time consumed in writing up orders and does not include sales effort. 


“Time and Duty Study.” A sales man- 
ager who seeks to deal in realities and 
not in “hunches” or vague general im- 
pressions must obtain definite, factual 
information regarding his salesmen and 
their work. A careful field observation of 
salesmen at work helps to supply the 
management with the type of informa- 
tion needed for the intelligent handling 
of those engaged in selling. 

The benefits of these studies are not’ 
confined solely to the management, as 
the salesmen also profit from them. With 
the adoption of more effective methods 
and the elimination of selling waste, the 


The primary objectives are those which 
are the principal concern of the analyst 
while the secondary ones represent ad- 
ditional use to which the data may be 
put. For purposes of clarity in describ- 
ing the objectives of “Time and Duty 
Study” each objective will be illustrated 
with field material which has been gath- 
ered while conducting studies of this 
type with various types of salesmen in a 
certain line of wholesale trade. 
Obviously, the first objective is to 
determine exactly how salesmen spend 
their time and in what activities they 
engage. The most important activity 1s 
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naturally that of selling, and the balance 
of their time is distributed over such 
activities as traveling, waiting for cus- 
tumors, writing up orders, making col- 
lections, etc. Table I shows just how the 
typical city and country wholesale sales- 


For the same houses, salesmen cover- 
ing country territories are spending only 
13.8% of their time in actual selling, 
representing a total of 83.1 minutes per 
day and averaging 10.2 minutes per call. 

Information relative to the time de- 


CHART | 
SALES EFFORTS IN MINUTES AND RESULTS IN DOLLARS 
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man normally spends his day. It is inter- 
esting to note that the city salesmen in 
the trade studied are spending but 
22.8% of their time in actual selling. 
This represents a total of 99 minutes per 
day, averaging 11.3 minutes per call.” 
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voted to productive sales effort is vitally 


2 A limited study of manufacturers’ salesmen made at 
the same time as the wholesale study revealed that 
wholesalers’ salesmen were spending more than three 
times as many minutes per call in actual selling as was 
done by manufacturers’ representatives. 
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important to the management, the sales- 
men, the manufacturers, and others. 
The brief period of time applied to mak- 
ing sales clearly demonstrates the neces- 
sity of conveying the sales message in 
compact, concise form. In studying the 
results of a time analysis of salesmen’s 
activities, a sales manager would most 
likely be impressed with the necessity 
for cooperating with his salesmen to the 
end that actual selling time may be in- 
creased. This may be accomplished 
through more careful routing as well as 
by means of intensive sales training. 
The first objective of ““Time and Duty 
Study” is more than merely to determine 
the average time and effort used by a 
given group of salesmen; an analysis 
of this type can be used to secure in- 
formation regarding each individual 
salesman so that the performance of one 
may be checked against that of other 
individuals as well as the group average. 
For instance, a study of wholesale sales- 
men revealed that some individuals were 
spending as little as thirty minutes per 
day in actual selling while other men 
were spending more than one hundred 
and fifty minutes per day for such work. 
As one might expect, it was found that 
there was considerable correlation be- 
tween the minutes spent in selling and 
the man’s sales productivity. The sales- 
men who spent more than one hundred 
minutes per day in selling secured an 
average sales volume that was more than 
twice the average for those who spent 
less than fifty minutes per day in selling. 
Chart 1 demonstrates the relationship 
between the average time per call spent 
in selling and the dollar sales volume 
secured as a result of that effort. It will 
be noted that the salesmen with the 
highest selling time average quite gen- 
erally accumulated the best sales volume 
average. Those who spent an average of 
but three, four or five minutes per call 


in selling effort made a very poor show- 
ing as compared to those spending ten 
minutes or more in this activity. 

A second objective, and a most im- 
portant one, is to determine the most 
effective methods and equipment which 
the salesman can use to sell various 
types of merchandise. Naturally, some 
methods prove to be more fruitful than 
others and a trained observer traveling 
with the salesman has an unequaled 
opportunity to detect those methods 
that are most productive of results. Two 
examples from a study of wholesale 
salesmen* may serve to emphasize this 
point. During the late summer of 1939 
wholesalers were featuring an Ever- 
ready shaving brush ‘“‘deal’’ consisting 
of six badger bristle shaving brushes to 
retail for one dollar each. The first sales. 
man studied attempted to sell the 
brushes by the following type of presen- 
tation, “Mr. Druggist, the Ever-ready 
people are putting out a special shaving 
brush deal. They retail for one dollar 
each, they cost you eighty cents each, 
less the regular cash discount, so you 
make twenty-one cents profit on each 
brush. How about signing you up for a 
display of six brushes, they are fast 
sellers?’ That man didn’t sell a single 
order for those brushes the day he was 
observed in all the nine calls he made 
that day. 

That evening the observer worked out 
a suggested approach for a second sales- 
man to be studied the following morning. 
The presentation was as follows, ‘Mr. 
Druggist, have you seen the new badger 
bristle shaving brush the Ever-ready 
company has just brought out. Feel it! 
It’s real badger bristle, all the way 
through. Look at it! Open it up! See the 
black ring that extends throughout the 


The examples quoted are not from the wholesale 
study utilized elsewhere in this article for illustrative 
purposes. 
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brush. Only a genuine badger brush has 
that ring. Can you imagine a brush like 
this for just one dollar? This is just the 
type of brush you can sell your cus- 
tomers because it has features that make 
it possible for your customers to appre- 
ciate its value readily.” The sales talk 
“clicked” and the second salesman made 
four sales in nine calls. 

On another occasion ten different 
wholesale salesmen were observed over a 
two-week period. Five used circulars to 
sell a new product and five utilized 
samples. The calls and sales made by 
each man were tabulated and it was 
discovered that the salesmen who at- 
tempted to sell from circulars averaged 
but one sale for each ten calls. The men 
who sold from samples secured five or- 
ders for each nine calls that they made. 
In other words, the latter were more 
than five times as effective as the sales- 
men who confined themselves to circu- 
lars. These are but two of many ex- 
amples that illustrate how “Time and 
Duty Study” can be used to improve 
selling technique. 

A third objective of a study of this 
kind is to procure information for the 
sales department regarding the job and 
the sales plan which will facilitate the 
work of selection, promotion, transfer, 
and supervision of salesmen. It is only 
by means of an actual observation of the 
salesman at work in the field that a true 
picture of the salesman can be obtained. 
By this means the weaknesses, the strong 
points, and the problems of the salesmen 
are conveyed accurately to the manage- 
ment. As a result, means of helping the 
salesmen can be intelligently formulated 
and carried out. For example, the study of 
wholesale salesmen enabled the manage- 
ment to stress the importance of increas- 
ing the length of time devoted to selling 
effort, with most gratifying results. 
Sales executives can proceed with con- 


fidence in their plans for increasing sell- 
ing effectiveness at the point of sale if 
they possess first hand knowledge of the 
sales problem. 

In studies of this type made by the 
author and his associates, the observers 
have been instructed to check each sales- 
man carefully on a number of factors 
affecting his work. His equipment is 
checked as to its completeness, organiza- 
tion, and condition. The salesman is 
checked in regard to his approach, pres- 
entation, close, meeting of objections, 
planning of the sale, and on many other 
factors. The correlation between a good 
rating on many of these qualities and the 
effectiveness of the salesman is startling 
in many instances. For example, one 
study revealed that eighty-two per cent 
of the salesmen who secured orders for 
$500 or more of merchandise the day 
they were studied planned their sales 
in advance; only twelve per cent of 
those salesmen who secured less than 
$100 in sales planned their sales. The 
direct correlation would appear to indi- 
cate that planned selling pays dividends. 

A fourth objective of a study of this 
kind is to help set standards for measur- 
ing selling performance and effort. 
Through a “Time and Duty” analysis it 
is possible to establish performance 
standards such as the number of prod- 
ucts he can sell effectively, the number 
of customers he can handle, and other 
factors of similar nature. The value of 
accurate information of this type is 
readily apparent to anyone who has 
ever seriously attempted to engage in 
sales planning. 

A fifth primary objective of a time 
and duty study is to determine the direct 
costs of selling various classes of cus- 
tomers. Not all accounts yield the same 
sales volume. If equal selling effort is 
applied to all customers, the per cent 
of sales volume devoted to selling ex- 
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pense will therefore vary greatly. The 
striking differences in costs challenge 
the wisdom of continuing such a prac- 
tice, and it may well be that a dispropor- 
tionate rather than an equal allocation of 
effort between small and large accounts 
is the most economical method of han- 
dling such a situation. A “Time and Duty 
Study” may well be used as a means of 
uncovering the exact costs of selling 
each customer group. As each customer 
whom the salesman contacts can be 
classified as to size, type of business, 
location, size of purchase, etc., it is 
possible to determine the direct selling 
cost of cultivating different classes of 
customers. This information is most 
valuable in determining the prospects 
to be approached and the frequency of 
call upon each class. 

In addition to the primary objectives 
discussed in the preceding paragraphs, 
a “Time and Duty Study” may have 
secondary objectives. For example, it is 
possible to secure information which is 
invaluable in determining sales terri- 
tories. After the salesmen’s work is 
analyzed, it should be possible to de- 
termine the number of accounts each 
salesman should have so that he can be 
assigned a territory that will occupy 
his efforts for a definite period of time. 
“Time and Duty Study” has also been 
used to determine automobile allow- 
ances for salesmen. 

What to Study. Much of the time-and- 
duty analyst’s effectiveness will depend 
upon his ability to recognize, develop, or 
create improvements and economies in 
the selling methods. Many occasions 
arise where it is extremely desirable to 
improve selling effectiveness. The usual 
approach to such a problem is the in- 
stinctive use of either a hunch or an in- 
spiration, neither of which is thorough 
or efficient. A better approach, by far, is 
to analyze and check the method from 


the standpoint of fundamental selling 
principles. The competently trained 
analyst should be entirely capable of 
undertaking that function and from the 
factual data gathered in the field, he 
should be able to bring to the manage- 
ment’s attention the selling methods 
that are producing or should produce the 
best sales results. In order to accomplish 
that task, the observer must concentrate 
his attention and efforts upon certain 
important phases of the salesman’s work. 

Inasmuch as one of the obvious means 
of increasing selling effectiveness is to 
eliminate or reduce waste or idle time 
and increase the productive selling time, 
the analyst concentrates his first efforts 
upon those factors. If the observer dis- 
covers that travel, waiting, or inter- 
ruption time appears to be excessive, he 
studies his data with a view to making 
that time more productive, if possible. 
It may be that a salesman can utilize 
to good advantage the time spent in 
waiting for store proprietors, by check- 
ing stock in the store. Time spent in the 
offices of purchasing agents may be em- 
ployed in planning future sales. In some 
cases it is better to reduce the number of 
calls and lengthen each interview so 
that a salesman will spend a larger por- 
tion of his time in productive sales effort 
and less in non-productive travel and 
waiting. 

Another portion of the selling task 
that requires intensive study is that of 
the sales methodology employed. In 
many respects this may be the heart of 
the analysis and it is frequently the part 
that yields the most spectacular returns. 
Slight changes in sales approaches of 
presentations may result in greatly in- 
creased selling effectiveness. While it 
may not be true that there is always 
one best method of selling a given prod- 
uct, it is true nevertheless that some 
methods are vastly superior to others 
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and it is only through a careful observa- 
tion and analysis that these superior 
methods can be ascertained. 

If the salesman sells more than one 
product, the analyst studies the time and 
the effort devoted to each product and 
the results obtained. By doing so, accu- 
rate cost statistics can be obtained and 
the contribution of each product to the 
net profit of the business may be evalu- 
ated, at least in part. In many instances it 
will be found that the cost of selling 
some products or lines will be consider- 
ably greater than others. As a result the 
analyst may recommend the dropping of 
certain items and the aggressive promo- 
tion of others. 

In addition to studying the salesman 
and the products he sells, the observer 
might well include a customer analysis 
in the scope of his inquiry. He thus at- 
tempts to determine how much it costs 
to solicit business from each class of 
customers and in many instances he is 
able to present information relative to 
the desirability of continuing to cultivate 
certain groups. Sales to some customer 
groups may not cover out-of-pocket 
costs. When such is the case, it is us- 
usally best to discontinue serving them, 
or at least it probably will prove advis- 
able to curb the salesman’s activities 
among such unprofitable accounts. 

Selecting the Salesmen To Be Studied. 
The choice of the salesmen to be studied 
is quite important. If a small sample is 
to be analyzed, it is usually desirable to 
select good salesmen, but not necessarily 
the best, as standards based upon the 
performance of exceptional salesmen 
may be out of reach of the majority of 
men. If salesmen of the better type are 
utilized, it will generally be found that 
they will use the best methods, will prove 
more dependable, and they are generally 
the most cooperative. 

Whenever possible, it is well to study 


a substantial portion of the sales force 
and in many cases a study of each sales- 
man will prove most productive. If the 
sales force is large and the work of each 
representative quite similar, it may not 
be necessary to cover a large sample. 
However, if the organization is small or 
the work unstandardized, larger samples 
are essential to satisfactory results. An 
accurate picture of the operations of 
salesmen can be secured if all types are 
studied but for the establishment of 
performance standards it is usually best 
to limit the data to those obtained from 
observation of the better men. 
Collecting the Data and Making the 

Study. The primary purpose in collecting 
the data for use in a time and duty study 
is to gather all the information that may 
be necessary in order that a complete 
picture of the salesman’s activities may 
be obtained. The task is made easier 
and the usefulness of the information is 
enhanced if the salesman’s work is 
broken down into small divisions and the 
observations recorded by those divi- 
sions. These small divisions or elements 
can then be studied with a view to im- 
proving the manner in which they are 
performed. 

The duties of the majority of sales- 
men can be broken down into the follow- 
ing major effort and activity groups: 


1. Travel 

2. Waiting 

3. Interview 
4. Non-selling 
5. Idleness 


A knowledge of the time consumed by 
each of these elements is most important 
to all persons concerned and it is possible 
to measure each accurately with a stop 
watch. In fact, the above major sales 
activities may be sub-divided and each 
of the smaller groupings clocked with 
precision. For example, the writer has 
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been able to secure rather exact data by 
calls relating to the following activities 
of wholesale salesmen: 


1. Time spent in travel and miles 
traveled. 
Time spent in waiting. 


A 


~*e 


6. Time spent in general and ir- 
relevant conversation. 

7. Time spent collecting, making ad- 
justments, arranging displays, 
and instructing retail clerks. 

8. Time spent in personal matters. 


FIGURE I 


SALESMAN’S DAILY RECAP SHEET 


Name of Salesman John Doe Route Durham-Raleigh 
Wholesaler Smith City Cleveland 
Total Daily Sales of Stores Called On $351.5 


Writes Up Orders 


Home 





Observer W.W 


Hours on Duty 8.9/ Date 10-5-39 


Type of Compensation Plan Varied Commission 














































































































Number of Miles Traveled Today 41.7 Number of Calls Made Today 7 
: Average Miles Traveled per Call 5-95 Number of Interviews Secured 6 
Store Number of Orders Written 5 
House 
Total for Day’s Work Averages per Call 
Number 
Tre AND Duty Stupy Items Number Value Minutes Value | Minutes || arue | Minutes Value Minute 
Shown | of Items of Spent of | Spent || of Spent of Spent 
or Men- Sold Business | * Business . Business| * Business | * 
tioned | | 
Want book order 135 208.00 55.6 29.71 7.9 
Selling from printed matter 28 7 55.70 42.5 7.96 6.1 
Selling from samples 4 I 1.50 11.8 i] 21 1.7 
Checking stock 15 I 8.00 10.9 i} 4.14 1.6 
a on Pn Ne Se we a, | a: eo 
Total specialty selling 47 9 65.20 65.2 | 9.31 9-3 
Tora ALL SELLING 144 273.20 120.8 || 39.0 17 
Await interview 37.2 5.3 
Broken interview (10 interruptions) 37-9 | (1.3) 5-4 
General conversation 87.2 | 12.5 
Miscellaneous 76.0 10.8 
Travel 78.8 3.3 
Total non-productive 317.1 45-3 
Tora For CALLS 437-9 || 02. 
Idle time 97-0 || 13-9 








Remarks: This particular day difficult due to problem of freight allowance and decided competion from both A. J. Brown and Jones Com- 


panies of Cincinnati. 


. Time spent “order taking,” num- 
ber of items sold, and dollar 
value of this business. 

. Time spent in selling by means of 
samples, printed matter, and 
checking stock; also the number 
of items mentioned, number of 
items sold, and the value of items 


sold. 


. Time spent in broken interviews. 


ws 


Recently a technique has been perfected 
which enables the observer to go a step 
further and record the specific items 
mentioned, the time spent on each, the 
methods used in presenting each item, 
and the success of the presentation. 
Utilization of the Data. The usual prac- 
tice in “Time and Duty Study” is to 
have the observer spend at least one 
entire day with each salesman in the 
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field, as it is difficult to obtain an accu- 
rate picture without devoting that 
amount of time to each man. The in- 
formation gathered is then combined in 
a daily recapitulation sheet for each 
salesman. Figure 1 illustrates a sales- 


server's notes as to the methods used 
and an evaluation report (Figure 2 illus- 
trates one that is being used success- 
fully) by the analyst, the management 
has an opportunity to analyze the work 
of each salesman studied and to set 


FIGURE 2 
SALESMAN’S EVALUATION REPORT 


Salesmen’s name_____ 


Supe- 

Poor Fair Good rior 
1. PLANNING 

His approach ieee: Gamelan anna == 

Items to be mentioned ieee a ieee cay 

Follow thru on planning es cual 

Planned selling =a soniietianea, Jade 


2. APPROACH 
Personal appearance —!7 
Attitude and manner acisinn <email 
Sizing up store — ene 
Strategy of approach - . 
Opening remarks destin : etme 


THE PRESENTATION 
Appeal to dealer’s senses of 

smell, taste, feel, etc ; es aaa 
Use of samples ‘ == 
Use of printed matter 7 , — 
Meeting objections - “ Ee 
Closing sales Ps i ‘ ~ 
Use of negative suggestion — saiaine ‘ 


w 


4. REASONS FoR BUYING 
Logicalness a oa . 
Appeal to buying motives — — ea 


BurmLDING GoopD WILL 

Securing de aler’ s confidence —— — 
Selling firm’s service —_ Ds S 
Selling quality a acaiaand 

Selling high profit mdse —— ‘on 
Selling preferred lines celia aime a aa 
Helping dealer sell n= a ee 
Securing clerk’s cooperation ——_ in “a na 


OUTSTANDING WEAKNESSES OF SALESMAN 


man’s daily recapitulation sheet that 
has been used in a recent study. It will 
be noted that the form contains a de- 
tailed account of the representative’s 
activities and lends itself to further an- 
alytical study. When the information in 
this form is supplemented by the ob- 


House___ a 


OUTSTANDING STRONG PoINTs OF SALESMAN 


Days Spent with Slm._ Date_ 
Supe- 
Poor Fair Good rior 
6. OrHerR Duties 
Instructing retail clerks 
Arranging displays ad 
Collections 
Handling adjustments 


7. SALES TALKs ON SpeEciFic ITEMs 


VEE Po 
| 
| 
| 
| 
! 
] 
} 


6. 


! 
| 
| 
| 
| 
| 
| 
} 
| 
} 


8. EquipMENT 
Condition 
Completeness 
Organization 


g. UTILIZATION OF TIME 
Time waiting for interview — 
Checking stock 
Routing incnniiiaiain 


10. PERSONAL QUALITIES 
Industry — “ 
Aggressiveness . sn 
Enthusiasm 
Knowledge of mdse. 
Tact 
Judgment sana 
Attitude — 
Selling ability inti 
Dependability - 





REMARKS 


comparative performance standards. It 
is then possible to spot the strong and 
weak points of the salesman observed 
and at the same time the company may 
be able to discover certain weaknesses 
that are prevalent throughout the sales 
force. 
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Conclusion. In a paper as abridged as 
this, it is not possible to give a detailed 
account of a “Time and Duty Study.” 
All that the writer has attempted to do 
has been to describe briefly what is 
meant by an analysis of this kind and to 
suggest certain objectivesof this approach 
to an analysis of the salesman’s task. 
As pointed out earlier, ‘““Time and Duty 
Study” is an application of the combined 
technique of time and motion study and 
job analysis to the work of the salesman. 

The primary purpose of conducting 
an analysis of this type is to maximize 
the salesman’s effectiveness by directing 


his efforts toward the most productive 
and profitable channels. The logical way 
to approach that problem is to study 
the work of .alesmen in the field, so that 
the management may have detailed in- 
formation as a basis for a more useful 
application of selling effort. The neces- 
sity for having accurate information 
from the point of sale and the growing 
emphasis on the scientific attack on 
selling problems appear to substantiate 
the belief of many that the “Time and 
Duty” approach is one of the basic and 
logical methods of procedure in studying 
this phase of marketing. 
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Progress in Marketing Research 


Committee on Research 
J. HAROLD STEHMAN, Editor 








A. RESEARCH IN UNIVERSITIES 
University of Akron 


Not previously noted on these pages is a 
review of “Tire Distribution in 1938” pre- 
pared by Professor W. W. Leigh last sum- 
mer. The survey was conducted largely by 
personal calls and correspondence with the 
producers and large distributors in the in- 
dustry. Dr. Leigh is marketing counsel of 
Tire Review Magazine. 


Boston University 


A revised and entirely new edition of New 
England community statistical abstracts has 
just been completed in cooperation with the 
New England Council. Whereas the former 
report consisted of only one page for each of 
the 110 cities covered, the present volume 
contains detailed information on 175 of the 
larger cities and towns in New England. One 
of the most interesting features of this report 
prepared by Ralph G. Wells, Director of the 
Bureau of Business Research, and John S. 
Perkins, Statistician for the Bureau, has 
been the wide variety of purposes developed 
for the practical use of the data. The ab- 
stracts were originally prepared for the use 
of the Industrial Development Committee 
of the New England Council and local cham- 
bers of commerce in supplying information 
to industrialists and others who were inter- 
ested in New England communities as pos- 
sible locations for their plants, stores, and 
warehouses. 

In addition, however, the loan officers of 
many banks, insurance companies, and other 
financial institutions use the abstracts as 
supplementary data when they are consid- 
ering loans, mortgages, and other municipal 
investments. Many chain store executives 
and sales managers find them helpful in 


market studies, in setting up sales potentials 
and quotas, and in comparing the relative 
effectiveness of stores and sales offices in 
different communities. Many newspapers use 
the abstracts when they are soliciting space 
contracts from national advertisers. A num- 
ber of local schools have ordered reprints of 
the sheets for their communities, to dis- 
tribute to high school students and others 
for the use of promoting their knowledge of 
the home town and in developing civic pride. 


University of Chattanooga 

Dr. Clyde William Phelps has been au- 
thorized by the Board of Directors of the 
National Retail Credit Association to pre- 
pare a volume on retail credit management. 
This follows Professor Phelps’ elementary 
text on retail credit fundamentals previously 
published by the N.R.C.A. and used in the 
credit extension schools sponsored by the 
Association throughout the country. 


Cornell University 


A number of projects dealing with live- 
stock marketing in New York are under way. 
Included are studies of the movement of 
dairy cow replacements in New York cover- 
ing prices, credit, geographical movement, 
agencies involved, disease, and related fac- 
tors; marketing New York livestock at ter- 
minal markets; and local slaughter of live- 
stock from New York farms. 

Candidates for Ph.D., Major in Market- 
ing, preparing doctoral dissertations are: 
G. R. Bishop, “An Economic Study of the 
Buffalo Milk Market”; M. E. Cravens, 
“Channels of Distribution of the New York 
State Apple Crop”; H. F. Kling, “Price 
Structure and Price Relationships for Milk 
in the New York Milk Shed”; A. J. Pollard, 
“The Adjustment of Milk Production to 
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Demand in the New York Milk Shed”; 
D. B. Ferguson, “Dairy Cow Replacements 
in New York State’; M. D. Woodin, 
“‘Causes of Change in Apple Prices.” 


Harvard Graduate School of Business Admin- 
istration 


Mr. Harry L. Hansen’s doctoral thesis on 
“Premium Advertising” has been accepted 
Theses in process are: “Some Implications 
of Recent Changes in the Demand for De- 
partment Store Goods and Services” by 
M. L. Anshen; and ‘Selected Problems of 
Motion Picture Exhibition” by Robert W. 
Chambers. 





pe. Wis Ayer & Son at Work, 1869-1939” by 
Ralph M. Hower, was published recently by 
the Harvard University Press. 


University of Illinois 


College of Commerce: “Trends in Rural 
Retailing in Illinois, 1926-38” is the title 
of a study prepared by Robert V. Mitchell 
and published by the Bureau of Business 
Research. 

Mr. Frank Dickinson is preparing a study 
of “‘Tllinois’ Segment of the Nation’s Econ- 
omy for 1935,” which will be published by 
the Bureau sometime in January. 

Mr. R. C. Ryniker has two studies under 
way, “National Advertisers Who Do Not 
Manufacture” and “Private Brands in the 
Grocery Trade.” The former is almost com- 
pleted and it is expected that the second one 
will be available shortly. 

College of Agriculture: Mr. Aubrey Brown, 
who completed his preliminary work for a 
Ph.D. at Illinois and is now teaching at the 
University of Kentucky, has selected as a 
field in which he will work “Price Aspects of 
Marketing Beef Cattle in Kentucky,” which 
will presumably be submitted as his doctoral 
dissertation. 

Mr. John Liles, now on the extension staff 
at Alabama, completed a study of the ac- 
tivities of the packers and stockyards admin- 
istration, based on an analysis of all the 
dockets of cases which had ever been before 
the administration. 


Mr. Earl Hedlund has just completed a 


consumer study concerning reactions toward 
beef in Decatur, Illinois. 

Mr. Elmer Searls has recently completed 
a study of the development of the cold stor- 
age locker systems in Whiteside County, 
Illinois. This county, at the time he made the 
study, had six individual locker plants, four 
of them being operated by a cooperative. He 
develops some very interesting data con- 
cerning the necessary volume of business for 
a successful operation of plants in this grow- 
ing industry. 

Mr. John Weiss is making a study of re- 
actions of people in Lee County, Illinois, to 
the use of cold storage lockers. This study 
will give some idea as to the proportion of 
people in rural counties who can be ex- 
pected to make use of such plants. This is 
rather important information in a growing 
industry in that it indicates the point at 
which saturation of the field may be reached. 

Mr. Samuel R. Shaver has just completed 
a study dealing with the comparative ad- 
vantages of all alternative livestock markets 
in Knox County, Illinois, collecting data 
from all of the farms from a given section of 
the county which marketed hogs during a 
particular six-months period. 

Mr. Gerald P. Wibberley, a graduate stu- 
dent from England who was here on a Min- 
istry of Agriculture fellowship, prepared a 
study on certain comparisons between Brit- 
ish and American livestock marketing sys- 
tems, developing the point that there was a 
trend toward greater similarity in the sys- 
tems, with an increase in the amount of 
local marketing in the United States and a 
trend toward larger markets in Great 
Britain. 

Mr. Denzil Halcom wrote a thesis dealing 
with the development of Decatur, Illinois, 
as a grain market. This is one of the im- 
portant interior markets of the United States 
for grain, which has developed on the basis of 
authoritative grading systems and _ local 
manufacturing plants. 

Mr. James Lesar is writing a thesis upon 
the development and operations of the 
Grain Futures Administration and Com- 
modity Exchange Administrations. 

Mr. G. P. Collins, now an instructor in the 
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Oklahoma A. and M. College, is working on 
the comparison of the difference between 
grain-grading systems in the United States 
and Canada. 

Mr. Glenn Freemyer has recently com- 
pleted a study of the evolution of the Farm- 
ers’ Equity Union Creamery at Lima, Ohio, 
from a butter-making plant to an ice cream 
manufacturing and distributing system. 

Mr. Albert L. Owens is working on a study 
of the Boston milk market, with particular 
reference to consumption. 

Mr. Aubrey Brown completed a study 
dealing with some economic phases of losses 
of quality in the transportation of cream to 
centralizer creameries. 

Mr. Gerald Lee is making a study of the 
effect of quantity discounts on milk sales. 

Mr. Kenneth Naden is beginning a study 
of the evolution of the different systems of 
milk marketing, particularly the differentia- 
tion between wagon distribution and store 
sales. 


University of Michigan 


A conference on Economic Relations with 
Latin America was held last summer as a 
part of the Institute of Latin American 
Studies. The Institute was a joint project of 
the University of Michigan and the Com- 
mittee on Latin-American Studies of the 
American Council of Learned Societies. Pro- 
fessor D. M. Phelps was in charge of this 
conference and he is editing the proceedings 
of the conference, which will soon be pub- 
lished in the Michigan Business Papers 
Series through the Bureau of Business Re- 
search, 

Professor E. H. Gault is preparing a re- 
port on the operations of small department 
stores in 1939, which will be published by 
the Bureau of Business Research early in 
1940. He is also collaborating with Professor 
Earl S. Wolaver in a study of business bar- 
riers as they affect the State of Michigan. 
This will be published in the summer of 1940 
as one of the research studies of the Bureau 
of Business Research. 

J. Howard W esting is writing a Doctor’s 
thesis on the subject ‘ ‘Marketing Problems 
in the Sugar Refining Industry.” 


University of Minnesota 


There are three dissertations in prepara- 
tion which will probably be completed dur- 
ing the current academic year. They are 
“National Brand Advertising and Monop- 
olistic Competition” by Helen G. Canoyer, 
“Social and Economic Aspects of the Chain 
Store Movement” by Harold Haas, and 
“Analysis of Consumer Cooperation as a 
Form of Economic Control” by Vant Keb- 
ker. Two M.A. theses of considerable inter- 
est, “Supplying Petroleum Products through 
Consumers’ Cooperative Organizations” by 
Wilford Leland, and ““The Use of Advertis- 
ing during Industrial Fluctuations 1929- 
1938 Inclusive” by Louis Wagner, are also 
expected to be completed by the end of the 
academic year. 

The Ohio State University 

The Bureau of Business Research an- 
nounces the publication of a major study 
based on research conducted by a member of 
its staff. Reference is made to a 374 page 
book entitled ‘‘Marketing Burned Clay 
Products” by A. Hamilton Chute, now 
Assistant Professor of Marketing at the Uni- 
versity of Minnesota. After developing his- 
torical and location aspects of the burned 
clay industry, Dr. Chute gives a detailed 
study of the channels used, policies adopted 
and problems encountered in marketing the 
products of the industry. The material was 
gathered by extensive field contacts with 
manufacturers, distributors and others, and 
is supplemented by information drawn from 
generally recognized secondary sources. The 
project resulted from a conviction that both 
business men and students of marketing 
might profit from a careful study of an inter- 
esting industry such as the one contained 
in the book. (Available from The Bureau of 
Business Research, $3.50.) 

Professor Eugene Van Cleef (assisted by 
Philip H. Burris) recently completed a study 
of “Credit Losses in Foreign Trade, 1937.” 
This study also covers such topics as types 
of foreign credit, sources of foreign credit in- 
formation, and credit insurance. 

John H. Dannenhower, Jr., graduate 
assistant, is progressing satisfactorily on a 
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study of the relatively new general mercan- 
tile agency, General American Credits, Inc., 
which emerged since 1933. Emphasis is 
placed on the evolutionary aspects of the 
organization, its structure, and present-day 
functioning. 

Thomas F. Jones, Assistant Professor, 
Lehigh University, a candidate for the Doc- 
tor of Philosophy in Marketing at Ohio 
State University, is making a study of buy- 
ing problems and practices of the smaller 
department stores. The project will be car- 
ried on by field research in a number of 
states, a careful study of the relationship of 
New York buying offices to practices in 
stores of this type, and doubtless by a con- 
siderable number of questionnaires. Al- 
though a great deal has been written and is 
known about the buying practices of the 
larger department stores, very little research 
material is available which relates to stores 
in the smaller cities and to those located in 
secondary business districts in our larger 
cities; hence the justification for the study in 
question. 


University of Oregon 


The Proceedings of the Twentieth Annual 
Convention of the National Retail Dry 
Goods Association carries the results of tests 
made by Dr. N. H. Comish on the efficiency 
of 779 retail salespeople in Oregon stores. 
The results were presented in a speech en- 
titled ‘““How to Improve the Efficiency of 
Department Store Salespeople” at the 1939 
San Francisco National Retail Dry Goods 
Association Convention. The talk is pub- 
lished, together with the test employed in 
both the 1939 Year Book of Retailing and 
the Proceedings of the Merchandising Divi- 
sion. At the invitation of Oregon merchants, 
Professor Comish has tested salespeople in 
more than 50 Oregon stores; and for some 
stores three times. Second and third tests 
show marked improvement of salespeople. 
Sales records have gone up from 10 to 50 
per cent in many cases. Part of Professor 
Comish’s study on the traits of 341 success- 
ful salespeople was published in the Septem- 
ber, 1939, issue of the American Druggist. 
The title of the article is “How to Select 


Successful Drug Sales Clerks.” 

The study on compensation systems in 206 
Oregon stores by Dr. Comish is now com- 
pleted and is being published in a series of 
articles in the Oregon Merchants’ Magazine 
The September 1939, issue carries the first 
article on the ‘‘Use of the Salary for Retail 
Salespeople in Oregon.” Dr. Comish also 
gives the average salaries paid; analyzes the 
bases employed to determine salaries; and 
discusses the weaknesses and strength of the 
straight salary as a primary payment plan. 

The second article is entitled the ““Use of 
the Straight Commission for Retail Sales- 
people in Oregon” and appears in the Octo- 
ber, 1939, issue of the Oregon Merchants’ 
Magazine. This article shows that merely 12 
per cent of the 206 Oregon merchants em- 
ploy this form of remuneration in some of 
their departments and that the percentage of 
use depends upon the type of retail institu- 
tion. Professor Comish gives the average 
commission rates paid; analyzes the factors 
determining commission rates; and discusses 
the strength and weaknesses of the straight 
commission as a remuneration system. 


University of Texas 


Mr. Jean D. Neal is preparing a doctoral 
dissertation on the “Economic Aspects of 
the Inter-territorial Freight Rate Structure 
in the Southwest.” 


B. RESEARCH IN GOVERNMENT BuREAUS 
Agricultural Adjustment Administration 


A mimeographed bulletin entitled “A 
Study of Informative Labeling” has been 
issued jointly by the Consumers’ Counsel 
Division, Agricultural Adjustment Admin- 
istration, and the Federal Works Progress 
Administration. The contents deal with the 
results of a survey made by the National 
Consumer-Retailer Council for the purpose 
of ascertaining what items are desired on the 
merchandise labels for 12 commodities. The 
commodities were: blankets, mattresses, cot- 
ton sheets, terry towels, kitchen knives, win- 
dow shades, men’s hosiery, men’s shirts, 
woven piece goods, women’s hosiery, slips 
and petticoats, and women’s wash dresses. 
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This 170 page bulletin, prepared by Samuel 
P. Kaidanovsky and George W. Hervey, 
contains detailed tables showing compara- 
tive preferences for various possible labeling 
items that are listed for each commodity. 
Supplementing these tables, the comments 
of persons who filled out the survey sched- 
ules are extensively presented. For the first 
time, arguments of manufacturers, retailers, 
and consumers for and against labeling are 
brought together in one publication. In all, 
122 manufacturers, 189 retailers, and 435 
consumers cooperated in the study. 

The National Consumer-Retailer Council, 
which has been active in promoting the 
informative labeling of consumer goods, in- 
tends to publish a revised bulletin on that 
subject, which will be based largely on the 
report just issued. A very limited number of 
copies of “‘A Study of Informative Labeling” 
are available free from the Consumers’ 
Counsel Division, Agricultural Adjustment 
Administration, U. S. Department of Agri- 
culture, Washington, D. C. 


Agricultural Marketing Service 


Agricultural Statistics. A weekly creamery 
butter production report was inaugurated 
October 17. The report shows changes by 
percentages in the output of a selected group 
of creameries whose combined production 
has been found to be representative of the 
industry as a whole. Each week’s production 
is compared with the output of the same 
group during the preceding week, and for the 
corresponding period of the previous year. 
The reports are released each Tuesday after- 
noon from Washington, Des Moines, and 
Portland, and through the dairy market 
news offices. 

Plans are under way to furnish a more 
timely crop information service on truck 
crops, fruits, and early commercial potatoes, 
and to more closely coordinate the produc- 
tion information with that of market news. 
In addition to furnishing information to the 
industry by means of mimeographed reports 
mailed from Washington, more truck crop 
news will be promptly distributed over the 
market news leased wire system. It is 
planned to release advance information on 


the time when vegetables will start moving 
to market from competing areas, on the 
quality and volume, and on the probable 
peak of movement and when it will end. 
“Spot news” also will have an important 
place in this program. Estimates of damage 
from hurricanes, floods, drought, and other 
catastrophes will be furnished to growers as 
soon as such estimates are available, through 
the market news wire facilities. 

Cotton. “Should Net-Weight Trading and 
Standards for Tare be Adopted for American 
Cotton?” is the title of a report issued in 
October. This report discusses in question- 
and-answer form the relative merits of net- 
and gross-weight trading for cotton. Net- 
weight trading would necessitate the sale 
and purchase of cotton on the weight of cot- 
ton in the bale. It would necessitate stand- 
ard tare weights for each type of bagging 
used for American cotton, and thus would 
eliminate the “guesswork” and costly strip- 
ping of bales as is now practiced. Additional 
savings could be effected by eliminating 
much of the weight now carried in the heavy 
tare on American bales. Most foreign 
growths now carry only about half as much 
tare per 500-pound bale as does our Ameri- 
can cotton. Standardized lightweight bale 
patterns made of cotton, jute or other ma- 
terials can remove the disadvantages of 
heavyweight packaging materials without 
sacrificing the essential element of strength. 
Under net weight trading, savings in market- 
ing costs would probably be divided between 
cotton growers andconsumers of cotton goods. 
Savings also would be realized by marketing 
agencies and cotton manufacturers. 

Poultry Products. More turkeys were 
graded this year by Federal-State licensed 
turkey graders than ever before, and pos- 
sibly 40 million pounds of dressed turkeys 
were Government graded for the Thanks- 
giving and Christmas markets. In California, 
where few turkeys previously had been 
Government graded, upwards of 3 million 
pounds or more of dressed turkeys were 
graded this year. This increase was the re- 
sult of widespread interest in the three 
turkey-grading schools held in that State 
at Sacramento, Los Angeles, and San Fran- 
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cisco. At the turkey-grading schools, in- 
structions are given to applicants for grad- 
ers’ licenses in the proper interpretation and 
application of the U. S. Grades. In most 
States the Federal-State Supervisor is a 
representative of the Extension Service of 
the State College of Agriculture. 

Fruits and Vegetables. As a result of deci- 
sions rendered by the Secretary of Agricul- 
ture under the provisions of the Perishable 
Agricultural Commodities Act, in operation 
since 1930, reparation awards amounting to 
more than $621,000 have been effected in 
approximately 2,400 cases. Publication of 
the facts, in cases not involving reparation 
awards, has been ordered by the Secretary 
in more than 1,600 cases. These decisions, 
however, do not reflect complete benefits 
accruing as a result of the work done under 
this Act. Many cases are closed without 
formal action, the parties involved agreeing 
to abide by whatever settlement the Depart- 
ment suggests after careful consideration of 
the facts, and the trade is more and more 
showing a willingness to adopt this method 
of settlement. Complaints alleging violation 
of the Act were filed by 2,396 complainants 
during the fiscal year ending June 30, 1939, 
an average of 46 a week. There are seldom 
more than 850 cases pending at a given time 
and more than 20,000 cases have been dis- 
posed of since 1930. 

Effective October 1, the name of the 
Canned Foods Standardization and Grading 
Project of the Agricultural Marketing Serv- 
ice was changed to ‘Processed Foods 
Standardization and Inspection Project.” 
This change was made to describe more ac- 
curately the lines of work conducted by the 
Project. In addition to the standardization 
and inspection of canned fruits and vegeta- 
bles now being handled by the Project, simi- 
lar work is being undertaken for these com- 
modities in the frozen and dried forms. 

Rules and Regulations (As amended) of 
the Secretary of Agriculture, governing the 
grading anc certification of canned fruits and 
vegetables, have recently been released. 
Principal changes involve the schedule of 
fees to be charged for the various services 
offered by the Processed Foods Standardiza- 


tion and Inspection Project under the juris- 
diction of which these rules and regulations 
are affected. 

A study has recently been completed in 
St. Louis, Missouri, covering a service which 
fruit and vegetable wholesalers and jobbers 
are supplying to retail dealers. This service 
consists of advice and educational programs 
designed to help in the proper handling, dis- 
playing, pricing and prevention of waste in 
the handling of fruits and vegetables. Two 
experienced men, financed from a fund con- 
tributed by 32 St. Louis dealers, suggest im- 
provements to the retailers. Since the pro- 
gram was inaugurated in May, 1938, the 
dealer representatives have called on ap- 
proximately 1,900 independent retailers, 
more than 700 of whom have remodeled or 
improved their fruit and vegetable depart- 
ments, having become convinced that these 
departments, when properly managed, not 
only attract customers, but constitute a 
profitable undertaking. 

Grain and Seeds. Effective November 1, 
the several lines of work which have been 
carried on by the Hay, Feed and Seed Divi- 
sion, and by the Enforcement of the Federal 
Seed Act were merged with the Grain Divi- 
sion. The consolidation of the three Divi- 
sions will provide a more effective organiza- 
tion, both in Washington and in the field, 
for conducting the research, service, and 
regulatory activities associated with the 
marketing of grains, hay, and seeds. The 
projects now under way will not be inter- 
rupted by this reorganization. The new Divi- 
sion will be charged with the administration 
of the Grain Standards Act, the new Fed- 
eral Seed Act, and the attendant laboratories 
and research projects for each. Other activi- 
ties include standardization and inspection 
work on grains, hay, rice, soybeans, dry 
edible beans, and field peas; seed verification 
and dockage inspection services; and the 
nationwide dissemination of market news 
pertaining to grains, hay, and feedstuffs. 
E. J. Murphy will be in charge of the new 
Grain and Seed Division. 

Proposed regulations under the new Fed- 
eral Seed Act were discussed at conferences 
in San Francisco and Kansas City early in 
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November. The final hearing was held at the 
Department of Agriculture in Washington, 
D. C., on November 27. The meetings were 
well attended and the constructive sugges- 
tions for making the regulations more serv- 
iceable to the industry reflected the keen 
interest in this new legislation. The Act will 
become effective February 5, 1940, as to im- 
ported agricultural seeds in interstate com- 
merce. Provision pertaining to vegetable 
seeds in interstate commerce will become 
effective August 9, 1940. 

Livestock. The Livestock Market News 
Service in the Southeast, conducted through 
an office located at Thomasville, Georgia, 
and in cooperation with the Alabama and 
Florida State Departments of Agriculture 
and State Agricultural Extension Services, 
recently completed its first year of operation. 
The Thomasville office covers, from a news 
standpoint, almost every important live- 
stock marketing activity in the States of 
Georgia, Florida, and Alabama. The daily 
livestock information collected is released to 
mailing lists, and is further distributed by 
press associations, various newspapers, a 
number of radio stations, and commercial 
wire agencies. Weekly reports of the packer 
and public auction cattle markets covered 
are released to mailing lists, and are made 
available for press and radio distribution. 
The Thomasville office also releases daily in- 
formation pertaining to livestock receipts 
and market conditions as received by wire 
from Service offices located in important 
livestock centers outside of the Southeastern 
area, 

Tobacco. Four more tobacco auction mark- 
ets have been added to those designated for 
mandatory Federal inspection of tobacco 
offered for sale on auction markets. Follow- 
ing an almost unanimous majority vote of 
growers, the fire-cured tobacco market at 
Paris, Tennessee, and the Burley tobacco 
markets at Lebanon, Kentucky, and at 
Columbia, and Mount Pleasant, Tennessee, 
were added to the growing list of tobacco 
markets provided with this service. The 
order of the Secretary of Agriculture, issued 
on November 7, makes a total of 42 markets 
designated under the authority of the 


Tobacco Inspection Act of 1935, which is 
administered by the Agricultural Marketing 
Service. Referendums held at the 4 markets 
recently designated showed growers to be 
almost unanimously in favor of mandatory 
inspection. 

Current daily reports on prices were fur- 
nished tobacco growers in the flue cured area 
this season by operating the tobacco market 
news offices on a newspaper time schedule. 
The warehouse sales tickets, on which the 
reports are based, were collected at the in- 
spected markets within a radius of about 100 
miles and transported by government car 
each afternoon to a regional office. The cleri- 
cal force reported for duty at 3:00 p.m. and 
worked until about 11:00 p.m., tabulating 
sales tickets and preparing the mimeo- 
graphed reports. The following morning the 
mimeographed reports were collected at 
5:00 a.m., and distributed by automobile to 
the various markets. By this arrangement, 
price information on daily sales was avail- 
able to the grower at marketing centers by 
8:00 a.m. the following day. Heretofore, 
these reports did not reach the markets until 
the morning of the second day after sales 
occurred. 

Warehousing. During the past year the 
demand for service in connection with the 
storing of cotton and various grains under 
the U. S. Warehouse Act reached the highest 
peak since the Act was passed in 1916. To- 
day there is more licensed storage capacity 
for these products, as well as for several 
other commodities, than at any time in the 
history of the Act. A new office has been 
opened in Memphis, Tennessee, for the pur- 
pose of administering the Act in the western 
third of Tennessee and in the northern two- 
thirds of Mississippi. Rather comprehensive 
amendments were introduced in the House 
(76th Congress, First Session) to enlarge the 
scope of the Warehouse Act, to strengthen 
it, to eliminate questions as to jurisdiction, 
and to make the Act more serviceable. 


Bureau of the Census 


The Census of Housing, which was author- 
ized by Congress in the closing days of the 
last session, is undoubtedly the most im- 
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portant new subject to be covered in the 
1940 Decennial Census. The Act requires 
that this census shall be taken “‘in the year 
1940 in conjunction with, at the same time, 
and as part of the population inquiry of the 
Sixteenth Decennial Census” and to show 
the ‘number, characteristics (including utili- 
ties and equipment), and geographical dis- 
tribution of the dwelling structures and 
dwelling units ...in each State, the Dis- 
trict of Columbia, Hawaii, Puerto Rico, the 
Virgin Islands, and Alaska.” 

While population censuses since 1890 have 
provided a count of the number of families 
and of occupied dwellings, no attempt has 
been made to secure a complete inventory of 
residences including vacant dwellings, or to 
secure the characteristics and facilities of 
any dwellings. The 1940 Census of Housing 
will cover all dwelling units and structures, 
whether occupied or vacant. The vacant 
units will be classified as “for sale or rent” 
or as “held for occupancy of an absent 
household,” and an attempt will be made 
to secure a separate count of seasonal dwell- 
ings. This will provide a good basis for con- 
tinuing statistics on vacancies. 

For all occupied units, those where resi- 
dent population is enumerated on the popu- 
lation schedule, the following data will be 
secured: Type of structure (including con- 
version), exterior material, year built, 
whether in need of major repairs, number of 
rooms, water supply, toilet and bathing 
facilities, lighting, refrigeration and heating 
equipment, radio, and principal fuel used 
for heating and for cooking. These items will 
be related to such population items as: num- 
ber of persons in the household, farm or non- 
farm location, color or race, home tenure, 
wage or salary income of persons in this 
household, and the social-economic occupa- 
tional class of the head. 

Market research specialists will be par- 
ticularly interested in the standard of living 
and financial data of this census. In addition 
to value of home, the following items will be 
secured for each non-farm owner-occupied 
dwelling unit: Market value of the property, 
and mortgage status; if mortgaged, present 
amount of outstanding indebtedness, fre- 


quency in amount of payments required on 
the first mortgage or land contract, present 
interest rate, and type of mortgage. For non- 
farm renter-occupied dwelling units there 
will be secured the following: Contract rental 
and whether this rental includes furniture, 
and average monthly cost of electricity, gas, 
and other utilities and fuels paid for by the 
renter in addition to contract rental. An un- 
furnished rental figure can therefore be de- 
termined for each such unit, and to this can 
be added the cost of utilities and fuels paid 
for in addition to rent. This will give a com- 
parable rental figure for all renter-occupied 
units. An estimated monthly rental value of 
non-farm owner-occupied dwellings will be 
obtained to provide a common basis for the 
consolidation of renters and owners. 

The Census of Housing will undoubtedly 
prove of much more value to persons inter- 
ested in marketing, market research and 
housing than the usual type of real property 
survey because related data for each dwell- 
ing unit, farm and non-farm, in the United 
States will be available for facilities, equip- 
ment, finance and population. The Bureau 
of the Census will be glad to send copies of 
the schedule and instructions for this census 
on request. 


Farm Credit Administration 

The Cooperative Research and Service 
Division is engaged in assisting farmers’ 
cooperative associations in solving their 
problems so that they may provide efficient 
service for their members. Because these as- 
sociations operate under diverse economic 
conditions, handle many different commodi- 
ties and provide different services, their 
operating problems cover wide fields. In 
connection with rendering assistance to co- 
operatives, the Division conducts research 
studies in such fields as management, organ- 
ization, merchandising, sales, costs, competi- 
tion, and membership relations. Facts de- 
veloped by the research studies of the 
Division form the basis of its service and edu- 
cational work. The Division has prepared for 
distribution a total of 39 bulletins and 32 
circulars including 16 of the ‘““You and Your 
Co-op’’series referred toin thenext paragraph. 
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A series of circulars designed particularly 
for classroom or study club use has recently 
been released by the Farm Credit Adminis- 
tration under the general heading “‘You and 
Your Co-op.” Twelve of the circulars pertain 
to cooperatives in particular fields. The titles 
of this group include: “Using Your Co-op 
Creamery,” “Using Your Fluid Milk Co- 
op,” “Using Your Purchasing Association,” 
and others of similar designation, covering 
other commodity and service agencies. Six 
other circulars of more general character 
supplement any one of the “Using Your 
Co-op” set. One of the publications in this 
group describes “‘how to size up” a coopera- 
tive, while others deal with fundamental 
principles of organizing, financing, manag- 
ing, and merchandising. Another circular 
covers the historical background of agricul- 
tural cooperation. 

An analysis of the Producers Cooperative 
Commission Association which is reported 
by H. H. Hulbert in Bulletin No. 34, “‘Co- 
operative Marketing of Livestock at Cin- 
cinnati,” will soon be available. The publica- 
tion deals with the development and struc- 
ture of the association, the major trends in 
its receipts, operating statistics relating to 
costs and savings, field service and educa- 
tional activities, sales policies, handling of 
complaints, and other subjects of especial 
interest. 

Expansion in the auction selling of live- 
stock has directed interest of livestock co- 
operative groups and others to this form of 
marketing. In 1937 there were some 1,317 
livestock auction markets operating in 37 
states. Bulletin No. 35, “Livestock Auction 
Sales in the United States,” by C. G. Ran- 
dell and L. B. Mann, will soon be ready for 
distribution. Some of the subjects dealt with 
in this publication are the development of 
the auction method of marketing, necessary 
plant equipment, operating methods, finan- 
cial responsibility, statutes and regulations 
governing auction markets, producer atti- 
tudes, and an appraisal of this method of 
selling livestock. 

In 1936 more than 635,000,000 pounds of 
butter, or 39 per cent of total factory pro- 
duction in the United States, were made in 


cooperative plants. Minnesota, Iowa, and 
Wisconsin in the same year had nearly 1,100 
cooperative creameries. The extent of this 
operation renders timely Bulletin No. 36 by 
Paul E. Quintus and T. G. Stitts, “Butter 
Marketing by Cooperative Creameries in 
the Middle West,” which it is expected will 
soon be available for distribution. Some of 
the subjects dealt with in this publication are 
market outlets for butter, direct sales in cen- 
tral markets, special services of cooperative 
regional sales agencies, selection of butter 
outlets, and selling arrangements. 

Because of recent rapid growth in cooper- 
ative purchasing by farmers, the forthcom- 
ing publication of the Division, Bulletin No. 
38, “Cooperative Purchasing by Indiana 
Farmers” by Gerald M. Francis, is of inter- 
est. This study was undertaken at the re- 
quest of the Indiana Farm Bureau Coopera- 
tive Association and its member county 
associations. In 1937 purchases by farmers 
through the association totaled $15,000,000. 
This study is designed to show the position 
of the county cooperatives, their types of 
organization, and their methods of opera- 
tion in serving their farmer patrons. 

“Cooperative Egg and Poultry Auction 
Associations” are discussed by John J. 
Scanlan and Roy W. Lennartson in Bulletin 
No. 38, which will be available at an early 
date. Development in this field has been 
furthered primarily by cooperative groups 
of producers. The forthcoming publication 
deals with such topics as development of 
cooperative auction associations and the 
conditions favorable to this development, 
types of organizations, operating methods 
and results, and conditions favorable to suc- 
cessful operation. 


Federal Trade Commission 


Collection from retail stores of price, cost 
and volume information for a representative 
list of nationally advertised brands of com- 
modities handled by drug stores and of pri- 
vate brand substitutes therefor, has been 
completed in the Washington and Baltimore 
areas. Collection of like information is near- 
ing completion in four other cities. In two 
of these cities similar information for a 
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representative list of commodities handled 
by grocery stores is being collected. 

The commodity lists contain not only 
popular, fast selling brands that are handled 
under resale price maintenance contracts 
pursuant to State “fair trade” laws, but also 
important brands sold in competition there- 
with and not under price maintenance con- 
tracts. The plan also provides for the collec- 
tion of like information in a number of other 
cities. The data to be collected are expected 
to afford a comparison of price, cost and 
volume trends for commodities as sold in 
some of these cities under resale price con- 
tracts and as sold in others, but not under 
such contracts. 

Collection of information from representa- 
tive local, state, and national trade associa- 
tions in the drug, grocery, confectionery, 
hardware, household appliances, alcoholic 
beverage and tobacco trades interested in 
promoting use of “fair trade” laws, was prac- 
tically completed. 


Bureau of Foreign and Domestic Commerce 


Division of Economic Research. Recent re- 
leases in national income fields have included 
studies of income of Osteopathic Physicians, 
Dentists, Chiropodists, and Chiropractors, 
in which detailed figures are presented relat- 
ing net income to gross income, years of prac- 
tice, education, and other factors affecting 
income. Revised estimates of monthly in- 
come payments were prepared for the years 
from 1929 to date and released in the Octo- 
ber 1939 issue of the Survey of Current Busi- 
ness. Revised and extended estimates of 
state income payments and a bulletin on the 
monthly national series are in the course of 
preparation. 

Two studies on the volume of capital out- 
lays, covering plant and equipment expendi- 
tures by manufacturing establishments and 
outlays by state and local governments, re- 
spectively, also are in preparation. In each 
case, the purpose is to account for the 
fluctuations in outlays in terms of the vari- 
ous economic influences associated with 
them. Insofar as possible this is being done, 
using quantitative methods. 

Studies of outstanding long-term and 


short-term public and private debt in the 
United States annually for the ten years 
1929-1938 are nearing completion. It is 
expected that new debt estimates, together 
with other pertinent debt information, will 
be ready for release sometime during the 
spring of 1940. The new estimates will repre- 
sent a reclassification and revision of the 
long-term debt estimates previously made 
by the division and will include corporate 
and individual short-term debt, a type of 
indebtedness not covered in earlier studies 
of the division. 

In cooperation with the Temporary Na- 
tional Economic Committee, the division 
has completed a report upon the relation of 
productivity in the building industry to the 
problem of low-cost housing. The report is an 
interpretative analysis of the organization of 
the building industry and of the funda- 
mental characteristics of the building proc- 
ess which result in efficiency and waste. It 
contains a discussion of restrictive practices, 
mechanization, standardization, manage- 
ment methods, coordination, and empha- 
sizes the need for scientific industrial re- 
search of a comprehensive nature. 

The division, in cooperation with the 
the Temporary National Economic Com- 
mittee, also has in preparation: 


(1) An investigation designated as the 
Structure of Industry study which includes: 
(a) a cross section picture of industrial com- 
bination as revealed by Census Bureau 
records; (b) study of the concentration in 
the production of manufactured commodi- 
ties, and (c) study of the product structure 
of a selected list of large corporations. 

(2) Astudy relating to the source and dis- 
posal of funds for small manufacturing cor- 
porations. 

(3) An investigation of the trends in the 
distribution and composition of individual 
incomes by size. 

(4) A series of studies on business taxa- 
tion: (a) The first will disclose size and in- 
dustrial differences in the operation of the 
Federal corporation income taxes as revealed 
by Statistics of Income and unpublished data 
of the Bureau of Internal Revenue; (b) the 
second, based on questionnaires sent to large 
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manufacturing and merchandising corpora- 
tions, will examine the effects of different 
corporate and financial policies upon the 
tax burden; (c) a third study will show for 
one thousand identical small corporations 
the trend of the tax burden for a decade; 
and (d) another study will examine the vol- 
ume of tax payments other than income tax 
made by business enterprise in 1938. 

Finance Division. The division is going 
forward on a study of the net creditor- 
debtor position of the United States. It is 
expected that for the first time estimates of 
foreign investments in the United States 
and the income therefrom will be available 
on a detailed, by-country basis. This project 
should be completed early next summer. 

Foreign Trade Statistics. Those who are 
watching closely the trend in our foreign 
markets will find of particular interest the 
expediting of certain export data to show 
more promptly the shifts in foreign markets 
brought about by the European War. The 
Division of Foreign Trade Statistics has in- 
stituted a preliminary statement on monthly 
exports, releasing about the fifteenth of 
each month a preview of the previous 
month’s export figures in the form of pre- 
liminary totals for selected countries and 
selected commodities. In issuing these pre- 
liminary totals, the division is making avail- 
able the usual country totals almost a month 
earlier and advancing by ten days the release 
of commodity totals. It is expected that this 
prompt preview of the shifts in movement 
of our export trade will continue at least 
for the duration of the war. 

Marketing Research Division. According 
to present plans a current reporting and re- 
search project will be developed on various 
historical series on consumer installment 
credit which are being prepared by the Na- 
tional Bureau of Economic Research. The 
Russel-Sage Foundation and the Credit 
Analysis Unit of the Marketing Research 
Division have assisted the National Bureau 
wherever possible in the compiling of these 
data, which will include monthly series cov- 
ering the major retail trades selling on in- 
stallment and the important cash lending 
agencies. It is anticipated that the National 


Bureau will publish the historical back- 
ground material in bulletin form before the 
close of the year, and the Bureau will then 
establish facilities for the development of 
current reporting on a permanent basis. 

During the past year most of the time of 
the Trade Association Section has been de- 
voted to the Trade Association Survey, a 
study of about 1,500 national and interstate 
associations, for the Temporary National 
Economic Committee. Dr. Willard Thorp 
has directed the Survey which will be part 
of the Commerce Department’s contribu- 
tion to the Committee’s investigations. 

This is the first comprehensive statistical 
survey of this scope of the activities, size of 
staff, annual budgets, commodity fields 
covered, etc., of trade associations, and 
should be a valuable companion book to the 
more detailed analysis by the Federal Trade 
Commission, in 1929, of over 100 statistics- 
compiling groups, “Open Price Trade As- 
sociations.”’ 

The report covers national and interstate 
associations as a whole, and little data will 
be given on individual organizations by 
name. The study is based largely on ques- 
tionnaires and requested sample associa- 
tional publications (no data were secured for 
this Congressional report from state and 
local trade groups; the Division has a record 
of about 6,000 of these smaller units). 

The national survey of wholesale grocery 
operating efficiencies, being conducted by 
the Distribution Cost Section of the division 
in cooperation with wholesale grocers’ as- 
sociations, is progressing rapidly. By the 
middle of December, the field work, which 
will include visits upon approximately 100 
well-operated wholesale houses in the United 
States, will be completed. Members of the 
staff will present a preliminary report at the 
annual meeting of the National-American 
Wholesale Grocers’ Association to be held 
in Chicago next January. The final report, 
which it is expected will be available ‘ater 
in the spring, will evaluate successful prac- 
tices relative to buying, warehousing, de- 
livery, selling, and other wholesale functions. 

“Sources of Regional and Local Current 
Business Statistics” is a reference list of 
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sources of data being prepared by Elma S. 
Moulton. For the purposes of this source- 
book, which should be available shortly, 
“current” is defined to include a frequency 
of issue of at least once every three months. 
The statistical series listed are being indexed 
by states, cities, counties, and miscellaneous 
regions, so that all the series available for 
any particular place or region are grouped 
for convenient reference. 

The 1940 edition of “Market Research 
Sources” will be released: shortly. This 
(eighth) edition includes all available ma- 
terial from known sources which has been 
published since January 1937, bringing up 
to date the earlier editions. A new feature 
is a list of private companies whose annual 
reports usually contain data of market 
research value. 

In the Industrial Unit of the division there 
is in preparation a statistical report on the 
Commercial Power Laundry Industry, the 
sixth of a series on basic industrial markets 
in the United States. This report will show 
the location and density of the commercial 
power laundry industry in the United States. 
Data by counties will include the number 
of laundries; detailed figures for washers, 
extractors, and tumblers; all types of finish- 
ing equipment; much of the special equip- 
ment such as blankets and curtains; and 
rough cleaning equipment. It will also show 
the details of equipment used in the dry 
cleaning department of those laundries 
which operate such departments. Informa- 
tion on motor trucks operated by laundries 
is also included in the report. 

Industrial Divisions. A compilation of for- 
eign air services is being published as an 
aid to American exporters of aeronautic 
products. These exporters, in most cases, 
are manufacturers who are able from this 
basic information to determine sales pros- 
pects in each foreign market. The listing 
shows the names and addresses of air lines 
and details of their services, including the 
route and points served, frequency, amount 
of flying scheduled per week and whether 
American-made or foreign aircraft are em- 
ployed. This is the first publication of this 
information in several years and it is being 


issued serially in the “Aeronautical World 
News,” published twice a month by the 
Automotive-Aeronautics Trade Division. 

The importance of German metalworking 
machinery exports as a source of foreign ex- 
change with which to pay for essential raw 
material imports is pointed out in an article 
entitled “Machinery Key to German Ex- 
port Drive” in the August 9, 1939, issue of 
the American Machinist. The article writ- 
ten by Lewis M. Lind, Chief of the Ma- 
chinery Division, analyzes the various 
markets for German machine tools, the trade 
methods used to secure this business, and 
the place of these exports in Germany’s 
economy. 

Mr. Lind will also have an article on Latin 
America as a machinery market in an early 
issue of Jron Age. This review will be de- 
voted to an analysis of United States trade 
with our southern neighbors in the different 
types of machinery, discussing the more im- 
portant markets and what they buy from us. 
Some space is also devoted to German and 
British machinery shipments to this area 
and the effect the war will have on this trade. 

The Machinery Division has also published 
a 12-page bulletin on reviewing the farm 
equipment production and trade of the Uni- 
ted States during the period 1909-1938, 
prepared by Mr. David Longanecker. 

“World Trade in Dental and Surgical 
Goods” is a 265 page report prepared by the 
Specialties Division to assist American 
manufacturers and exporters of dental and 
surgical goods in promoting sales of their 
products in foreign lands. It covers all im- 
portant countries and many minor areas. In 
addition to statistical data and marketing 
information, it presents a comprehensive 
survey of general health conditions through- 
out the world, public and private health 
promotion and protection programs, regula- 
tions pertaining to medical practice, and 
related facts (T.P.S. 204, Government Print- 
ing Office, 25 cents.) 

“Foreign Markets for Bicycles,” another 
report of the Specialties Division, provides 
basic information on the world markets for 
bicycles. In the past the United States has 
exported few bicycles but because of unset- 
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tled conditions in supplying countries this 
analysis is considered an essential review of 
the markets now open to United States 
trade. Considerable statistical data are pre- 
sented for Latin American and other non- 
European markets. 

“Transportation Control Abroad” is a 
recent study prepared by the Transportation 
Division reviewing changes in transportation 
control methods in foreign countries which 
have been directed toward the coordination 
or regulation of transportation services. The 
division has also issued a brochure entitled 
“Communications” which reviews the his- 
tory, development, and present status of 
the postal service, telegraph, submarine 
cable, telephone, and radio systems of the 
United States. This report contains histori- 
cal information and summary data which 
should be particularly helpful to the teacher 
and student of domestic communications 
systems. Another bulletin available from the 
Transportation Division is ‘‘Waterways of 
the United States,” which presents descrip- 
tive and statistical data relative to the in- 
land and intra-coastal waterways system of 
this country. 


Bureau of Home Economics 


Family Income and Expenditures. The 
second of the reports in the urban and vil- 
lage series of the Consumer Purchases 
Study was issued late last fall. Following the 
same plan as the first bulletin giving data 
for families on the Pacific Coast, this second 
report deals with the Plains and Mountain 
Region. More specifically it covers 3,414 
native, white families in Dodge City, Kan- 
sas; Greeley, Colorado; Logan and Provo, 
Utah; and Billings, Montana; and approxi- 
mately 2,500 similar families living in 
villages scattered through the Dakotas, 
Kansas, Colorado, and Montana. Sources 
and size of income are analyzed in detail, 
and data on home ownership, rentals, and 
mortgages, are presented for each group. 
(Family Income and Expenditures: Plains 
and Mountain Region, Part 1, Family in- 
come. Urban and village series, U. S. De- 
partment of Agriculture Miscellaneous Pub- 
lication 345, $0.30. 


Measuring Women for Garment and Pat- 
tern Sizes. With the measuring of nearly 
150,000 children completed and a two-way 
system of body measurements for sizing gar- 
ments and patterns for boys and girls laid 
before manufacturers, the Bureau of Home 
Economics, with the cooperation of W.P.A. 
headquarters in several States, is now start- 
ing a similar project for women. (Copies of 
the printed report giving the height-hips 
measurements for children are now available 
in Department of Agriculture, Miscellaneous 
Publication 365, price 20 cents, Government 
Printing Office.) 

Following the plan of the children’s study, 
representatives of the garment and pattern 
trade have advised on the measurements to 
be taken on women. The schedule calls for 
a total of 54, including several of special 
value in hosiery and underwear manu- 
facture. In this study of women’s body 
measurement as in the one on children, the 
Bureau of Home Economics is blazing a 
new trail. No scientific measurements of 
any large group of the civilian population 
has ever before been made as an aid to gar- 
ment and pattern manufacturers. Accord- 
ingly the merchandising of ready-made 
clothing suffers an enormous annual loss, 
due to alteration costs, return of misfits, and 
customer ill will. These basic figures, repre- 
senting as they do typical cross sections of 
the American public, provide a means of 
cutting these losses to the minimum, by 
sizing clothes according to actual body 
measurements. 


Bureau of Labor Statistics 


To help meet the demand for information 
on price changes after the outbreak of the 
European War the Bureau of Labor Statis- 
tics has since early in September made a 
weekly collection, on Tuesdays, of retail 
prices of 1§ staple foods in 12 large cities. 
In November the Bureau began issuing also 
a daily index of wholesale prices for basic 
sensitive commodities. 

The quarterly collection of retail prices of 
coal and fuel oil has been supplemented by 
monthly collections, beginning in October, 
in 12 cities representing important markets. 








298 


THE FOURNAL OF MARKETING 





There is available in mimeographed form a 
compilation of rent indexes, by types of 
dwelling, for 32 cities from 1935 to 1939. T he 
store outlets from which food prices are 
secured are being reviewed to determine 
their representativeness both as to fur- 
nishing prices of foods purchased by wage 
earners and lower-salaried clerical workers 
and in the light of changing distribution 
trends; the 1 increasing importance of super- 
markets ; is being given particular attention. 
The revised series of wholesale prices of 
Pcrtland cement, described in the notes 
section of the July, 1939, issue of THE 
jyourNAL, has been distributed in mimeo- 
graphed form. The complete specifications 
for every item priced at wholesale by the 
Bureau have been assembled and are being 
issued by groups of commodities. The re- 
ports for building materials and textile 
products are now being distributed. 

From the study of money disbursements 
of wage earners and lower-salaried clerical 
workers in 1934-36, covering cities of 50,000 
or over, there has been prepared a sum- 
marization of average expenditures and of 
savings for the 42 cities combined. Separate 
figures are shown for negro, white, and all 
families. 

Field work is in progress on three surveys 
of wages and hours, covering the lumber in- 
dustry, the tanning and finishing of leather 
and leather belting and packing. The De- 
cember, 1939, issue of the Monthly Labor 
Review carried articles on wages and hours 
in men’s clothing in the South, men’s robes 
and allied garments and neckwear. Other 
surveys soon to be published cover iron and 
steel; 21 branches of the foundry and ma- 
chine shop industry; cotton garments; an- 
nual earnings in meat packing, and seamless 
and full-fashioned hosiery; and entrance 
wage rates as of July 1 in 20 industries. 
There is available in mimeographed form a 
report on the hat industries, including fur 
felt, wool felt, straw, and hat materials. 

The survey now in progress of building 
permits issued in the years 1936 through 
1938 has been expanded to include data for 
1939 for the metropolitan areas of cities with’ 
a population of 25,000 or over. Agents will 


also secure a list of all contractors in these 
areas to whom building permits were issued, 
together with the permit valuation accord- 
ing to type of construction, of buildings 
within the corporate limits of each city. 
These figures will be related to data to be 
secured in the 1939 census of construction 
showing the value of contracts awarded, 
tabulated separately for the corporate limits 
and the metropolitan areas of the cities. 

Two bulletins are shortly to be published 
summarizing the monthly reports on em- 
ployment and earnings. One will present 
revised indexes of factory employment and 
pay rolls from 1931 forward, adjusted to 
Census levels through 1937, bringing to 
date the material in Bulletin 610. The other 
will bring together average weekly and 
hourly earnings and average hours worked 
per week from 1932 through 1939. Average 
hourly earnings and weekly hours for in- 
dustry groups and all manufacturing com- 
bined are now weighted, as are the indexes 
of employment and pay rolls, according to 
the number of employees in the component 
industries. In three industries—fertilizers, 
sawmills, and soap—there is weighting also 
by region or by size or type of plant. 

The report on man-hour statistics pre- 
pared from data in each biennial census of 
manufactures, in cooperation with the Bu- 
reau of the Census, is now completed for 
1937. The present study covers over 100 
industries; men’s clothing, nonferrous metals 
and the electrical group are among the in- 
dustries included for the first time. Because 
of better reporting of man-hour data, it was 
possible to include in the sample for this 
study over 24,000 firms with nearly 50 per 
cent of the total number of wage earners in 
manufacturing. 

A mimeographed report was issued in 
October showing the estimated number of 
workers in April, 1939, who were subject to 
those provisions of the Fair Labor Standards 
Act which went into effect on October 24, 
1939. The effect of the law is to be the sub- 
ject of another study. 

For the first time, a study of causes of ac- 
cidents in the lumber industry is to be under- 
taken. The survey will cover logging opera- 
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tions, sawmills, and planing mills. In con- 
nection with the annual study of industrial 
injuries for 1939, the Pennsylvania De- 
partment of Labor and Industry is cooper- 
ating with the Bureau of Labor Statistics 
in securing reports on injuries and exposure 
data. Along with the report forms for the 
annual safety contest, the State Bureau of 
Inspection will send to employers the sched- 
ule for reporting injuries. The returned 
schedules will be utilized by the Bureau of 
Labor Statistics. 

The annual surveys of union rates of 
wages and hours, made as of June 1, are 
available for the building and printing 
trades. Articles have been prepared analyz- 
ing the provisions of state laws on minimum 
wages and requiring one day of rest in seven; 
on a review of state labor legislation in 1939; 
and on Federal laws relating to railroad 
labor. A special article deals with qualifica- 
tions of railroad personnel, full crews, and 
train lengths. 

The Bureau’s bulletin on the organization 
and management of consumers’ cooperatives 
is being revised. 


Works Progress Administration 


A forthcoming publication, “Rural Re- 
gions of the United States,” contains the 
results of intensive research into the prob- 
lems of grouping counties into regions in 
which general culture is similar. This 
method of defining and grouping areas de- 
parts from the usual method based on politi- 
cal or geographic boundaries. Where a single 
type of farming predominates, the resulting 
regions tend to conform to the pattern of 
areas classified by type of farming; elsewhere 
areas with several types of farming may be 
included in a region that is socially uniform 
in other respects. The product of this new 
approach to regional classification is a pat- 
tern of rural and rural-farm conditions that 
should be useful to persons interested in 
rural markets or in the social and economic 
problems of rural areas. A wealth of local 
data on type of farming, rate of population 
growth, standard of living, land value, ten- 
ancy, and race is presented in the report. 

“Migratory Cotton Pickers in Arizona,” 


a recent publication, shows that increased 
tractor farming, the growth of large enter- 
prises, and other factors diminished the 
agricultural opportunities for small opera- 
tors, tenants, and sharecroppers in Okla- 
homa, Texas, Missouri, and Arkansas. On 
the other hand, the rising pressure of need 
for abundant casual labor during picking 
and harvesting appeared as a concomitant of 
large-scale cash-crop farming in Arizona 
and California. As a result, the large opera- 
tors resorted to high-pressure labor recruiting 
thereby stimulating the flow of migrants 
abnormally. Due to the seasonal nature of 
most of the jobs offered, the migrants must 
withstand long periods of idleness. Although 
the labor-recruiting advertisements suggest 
incomes of $14 to $19 a week per picker, the 
average weekly income for families on all 
Arizona cotton picking jobs was $10.14. 

“The Pecan Shellers of San Antonio, 
Texas,” a research publication that will 
appear early in 1940, and “‘Mexican Migra- 
tory Workers of South Texas,” the tentative 
title of a study now in progress, deal with 
social and economic problems among Mexi- 
cans, the majority of whom are American 
citizens by birth or naturalization. The 
pecan shellers had a median family income 
of only $251 in 1938. The migratory workers’ 
median family income was $561, but their 
outlook for the future is darkened by declin- 
ing production of spinach and by mechaniza- 
tion in the beet sugar industry. While the 
Wage-Hour Act is increasing the wages of 
pecan shellers from 5 cents an hour to 30 
cents an hour, mechanization is decreasing 
the number of jobs available. 


C. RESEARCH IN PRIVATE 
ORGANIZATIONS 

Advertising Federation of America 

One phase of the Federation’s activities 
is a continuous investigation of what text- 
books teach about advertising and business. 
One critical review by Alfred T. Falk, pre- 
pared late last summer but not previously 
mentioned in these notes, is that of Rugg’s 
“Introduction to Problems of American 
Culture.” The review takes particular ex- 
ception to Rugg’s chapter on Advertising 
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and the Consumer, asserting that the author 
makes it appear that advertising today is 
mostly dishonest and that it is an economic 
waste. Copies of the review are available 
from the Federation. 


Crossley, Inc. 
Columbia Broadcasting System 
National Broadcasting Company 


The joint urban NBC-CBS study has 
been conducted in four quarterly interview- 
ing periods during 1939 by Crossley, Inc. 
This survey covers all types of urban areas 
in all States. Its principal objective is keep- 
ing up-to-date information on the use of 
radio sets by half hour periods of the day, 
as well as information on the number and 
distribution of radio families. Valuable in- 
formation on the number of sets per radio 
family, ownership of automobile radios and 
use of automobile radios has been gathered 
this year. These data will be released jointly 
by the National Broadcasting Company 
and Columbia Broadcasting System some- 
time in 1940. 


Dun & Bradstreet, Inc. 


Retail Operating Radio Survey. Four con- 
secutive studies of this type were conducted 
by Dun & Bradstreet in the years 1934 to 
1937 inclusive, but none has been made 
since. A 1940 Survey will be based on 1939 
experience as rev vealed in the returns from a 
mass-mailing of more than 2 million ques- 
tionnaires during the coming month. The 
Survey was allowed to lapse two years be- 
cause previous tabulations showed that 
typical retail operating ratios change but 
slowly from year to year. However, con- 
tinued active public interest in this type of 
information, and the possibility that chang- 
ing business conditions will be reflected in 
the figures have caused the present decision 
to produce a new model of the survey. Tabu- 
lation plans have not yet been completed 
but it is expected that the published reports 
will be more compact and give more empha- 
sis to interpretation of the figures than was 
the case in previous surveys. 

Business Trend Survey. A suggestion that 
the revived Retail Survey mentioned above, 


should replace the Business Trend Survey 
brought vigorous protest from a number of 
users who have come to rely on the availabil- 
ity of semi-annual estimates of inventory 
trends. Therefore, the two surveys are com- 
bined on a duplex questionnaire to be sent 
to every concern listed in the Dun & Brad- 
street Reference Book. The character of 
data resulting from this survey will be simi- 
lar to that published last year and will, as 
before, appear in a series of articles in Dun’s 
Review. 

Financial Ratios. Percentages and ratios 
expressing safe or typical inter-relationships 
between the items on 1938 closing balance 
sheets were published in the November issue 
of Dun’s Review for 24 wholesale and 12 
retail lines and in the December issue for 36 
manufacturing lines. Both sets of figures 
will shortly be combined in a pamphlet 
reprint issued as a supplement to Roy A. 
Foulke’s “Behind the Scenes of Business.” 

Paint Manufacturers’ Profits. A \imited 
number of mimeographied copies are avail- 
able containing the results of a special stud) 
conducted by Mr. Foulke in the paint, v 
nish and lacquer industry. Three years of 
sales and profits (1936, 1937 and 1938) are 
analyzed. The study is based on the experi- 
ence of 213 companies, estimated to repre- 
sent 69 per cent of the industry’s output. 

Tax Payment Survey. The projected studs 
of regional differences in tax payment of 
business enterprise—as mentioned in th« 
September issue of this JouRNAL—was car- 
ried forward only in the retailing field, since 
the relatively small number of cases in 
manufacturing and wholesaling fields mad 
regional averages unreliable. However, the 
study in the retail field disclosed patterns 
and regional differences primarily of interest 
to statisticians and students of taxation. 
This section of the study, plus the two sec- 
tions published in previous issues of Dun’s 
Review, will be combined and copies of the 
reprint available to anyone interested. 

Factors Governing the Rate of Return on 
Mailed Questionnaires. An article on this 
subject by Walter Mitchell, Jr., is appearing 
in the December issue of the Fournal of the 
American Statistical Association. It is based 
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entirely on Dun & Bradstreet experience 
with 43 widely variant types of surveys 
conducted by mail. The rates of return in 
those surveys range all the way from less 
than I per cent up to 80 per cent of the 
schedules mailed out. 


Institute of Distribution 
The revised book, ‘““The Chain Store Tells 


Its Story,’’ has been completed and released. 
Mr. John P. Nichols, Managing Director of 
the Institute, who prepared the revision has 
practically rewritten the book and substan- 
tially enlarged virtually every section includ- 
ing more than 20 pages of illustrations and 
one graphic table. In addition to extensive 
footnote references to source material, there 
is also included a complete and up-to-date 
bibliography on the subject of chain stores. 
The 200-page, loose-leaf compendium, “The 
Retailers’ Manual of Taxes and Regula- 
tions,” was published on November 1 as 
announced in the last issue of The Fournal. 
This enlarged volume provides for students 
and others interested in the progress of re- 
tailing, one of the most complete and ex- 
haustive studies ever published on the chain 
store industry. Included are sections on 
sales, excise and license taxes, chain store 
taxes, wage and hour laws, resale price 
control laws, unemployment compensation 
and workmen’s compensation acts. 

Publication of the Retailers Manual in 
loose-leaf form permits purchasers to be 
supplied with periodical supplements so 
that their copies may be kept completely 
up-to-date. While the Retailers Manual of 
Taxes and Regulations is published by the 
Institute of Distribution primarily as a serv- 
ice to its member companies, the Manual 
in previous editions has gained wide accept- 
ance not only among other stores but also 
as a reference guide to teachers and students 
of retailing. 


Arthur Kudner, Inc. 


There have been issued recently the re- 
sults of a ‘‘National Consumer Survey of 
Coffee Consumption” made for the Pan- 
American Coffee Bureau. The study, which 
covered all regions of the country, investi- 


gated such consumer habits as the propor- 
tions of water used in making coffee, time of 
consumption (breakfast, dinner, etc.), com- 
petition with other beverages, and contained 
estimates of annual coffee consumption. 


McCall Corporation 


The results of the first part of a continuing 
study to provide authoritative information 
regarding the qualitative aspect of magazine 
reading, in terms of who reads magazines 
and why, have been published by the McCall 
Corporation, under the terms of its agree- 
ment with the authors of the study. Frank R. 
Coutant, Director of Research, Pedlar & 
Ryan, Inc., C. W. MacKay, Director of 
Research, Kenyon & Eckhardt, Inc., and 
and D. E. Robinson, General Manager and 
Director of Research, Federal Advertising 
Agency. The committee of the three re- 
search directors announced the completion 
of their work under the title, ““A Qualitative 
Study of Magazines—Who Reads Them and 
Why,” as the first part of a continuing study. 


McGraw-Hill Publishing Company 


Early this year the McGraw-Hill Publish- 
ing Company established a special unit 
known as the Space Checking Bureau. The 
purpose of this Bureau is to develop space 
statistics similar to those already being made 
available by Media Records and the Pub- 
lishers’ Information Bureau, except that 
the figures being released pertain only to 
industrial advertising. 

All display advertisements over one- 
quarter of a page are being classified and 
tabulated, except in the case of tabloid- 
type and large size papers where adver- 
tisements over one-tenth of a page are in- 
cluded. Since the list of 142 publications used 
in this analysis included several consumer 
and trade magazines, there was established 
a policy of classifying only those products 
where there was a possibility of their being 
advertised in one or more of the McGraw- 
Hill publications. 

Chemical and Metallurgical Engineering. 
The September, 1939, issue included a 
special appendix presenting facts and figures 
of the American Chemical Industry under 
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the following six chapter headings: (1) What 
is Chemical Industry?, (2) Chemical Prog- 
ress and Achievements, (3) Employment in 
Chemical Enterprise, (4) What Becomes of 
the Chemical Dollar?, (5) Chemical Markets 
and Trade, (6) Chemical Data Sheets. The 
issue also included a list of more than 200 
of the important manufacturers of chemical 
and related products. 

Electrical Merchandising. The January 
issue will again be an annual statistical 
number presenting national figures on sales 
and production in the household electrical 
appliance field; many of the data will also 
be shown by states and regions. 

There is in preparation an appliance dealer 
survey which will probably be published in 
an early issue of Electrical Merchandising. 

Photo Technique. The first comprehensive 
study of ownership of photographic equip- 
ment and supplies by quantity and brand 
name has just been completed. It is based 
on data obtained from the technical, scien- 
tific, commercial, medical, news and amateur 
photographers subscribing to Photo Tech- 
nique. This market study was designed to 
give manufactuers of photographic equip- 
ment and supplies detailed information on 
the buying habits of that group of mostly 
professional photographers who are the 
largest individual purchasers of camera 
equipment and materials. 


National Broadcasting Company 


A study of “Stratification of the Radio 
Audience” has just been completed by Mr. 
H. M. Beville, Jr., Research Manager of 
NBC, for the Princeton Radio Project. The 
report has been issued in mimeographed 
form and is available from the Princeton 
Radio Project for $1.00 a copy. 


The Textile Foundation 


The comprehensive study of inventory 
policies in the textile industries which i 
being sponsored by the Textile Foundation 
is well under way. This project, which is a 
part of the Foundation’s program of foster- 
ing business as well as technical research in 
the textile field, is being carried out by the 
Industrial Research Department of the 


Wharton School of the University of 
Pennsylvania. 

The study is intended to help executives 
in the textile industries and related trades 
do a better job of managing inventories. 
With this end in view, answers are being 
sought to these questions: (1) Are more or 
less inventories required today than for- 
merly for a given volume of textile business? 
(2) Can textile mills avoid stock accumula- 
tions? Are the often-repeated admonitions 
to “run on order only” and “look for profits 
in manufacturing” practical advice or are 
production or merchandising requirements 
more compelling? That is, based on experi- 
ence, what inventory policies and practices 
have worked? (3) Are there any satisfactory 
guides or “warning signals” that will indi- 
cate when inventories are growing too large? 
What have the more successful companies 
found useful? Would statistics of stocks in 
the hands of fabricators and distributors be 
a reliable guide? 

Since work on the study began, members 
of the study staff have discussed inventory 
policies with more than one hundred and 
fifty executives including not only mill 
managers and converters, but dealers in 
raw fibers and distributors as well. Many 
more such discussions are scheduled. In 
addition, an intensive search for statistical 
materials has been conducted and many 
series have been assembled and subjected 
to analysis while arrangements are being 
perfected for the use of still other series. 
These data include statistics of stocks and 
sales at the several different levels of textile 
production and distribution including the 
retail level. Trade association and govern- 
ment files are being utilized as well as those 
of private organizations. Thus far one of the 
most encouraging aspects of the study has 
been the mass of statistical data which has 
been uncovered relating to the inventory 
behavior of textile materials and products. 


F. W. Woolworth Company. 


The company has recently issued a very 
interesting brochure “Sixty Years of Wool- 
worth.” This 46-page study describes the 
origin and growth of Woolworth Company. 
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A.—Book REvIEws 


BusINEss AND CapiTa.ismM, by N. S. B. 
Gras. New York: F. S. Crofts and Com- 
pany, 1939, pp- xxii, 408, $3.50. 

Any book by Professor Gras is a contribu- 
tion to the subject of economic history. 
Marketing men have learned much from his 
research of the past, but his work now seems 
to have a special interest for them for it is 
emphasizing a particular phase of economic 
history, viz., the roots of present-day busi- 
ness institutions and practices. The present 
volume, carrying as it does the sub-title, An 
Introduction to Business History, is a case 
in point. In it the author traces the history 
of a number of institutions which have a 
definite relation to those of the present and 
are for that reason of particular interest to 
the student of marketing. 

Principal attention is given to the develop- 
ment of the stages of private capitalism, 
which may be listed as: petty, mercantile, 
industrial, financial and national. That capi- 
talism as a term must be defined and the 
stages of its development indicated if prog- 
ress is to be made in the study of business 
history is the thesis of the book. Hence 
the author traces the business enterprises 
through the ages and shows the relationship 
between business institutions and the capi- 
talistic organization of each period. After a 
brief description of the settled village and 
manorial economy, petty capitalism is 
shown as the characteristic form of business 
enterprise in the period when traveling 
merchants were at their peak. 

Here one of the major contributions of this 
study makes its first appearance, i.e., em- 
phasis on the role of the sedentary as dis- 


tinguished from the traveling merchant. Al- 
though both were petty capitalists and essen- 
tial institutions, students of history have 
underemphasized the contributions to eco- 
nomic development made by the sedentary 
or non-traveling merchant. One essential 
difference was that rather than using his 
energies in moving from place to place he 
used them for the development of the man- 
agerial aspects of his business and hence 
made important contributions to business 
administration. 

During the middle ages the greatest de- 
mand for capital was for conducting the 
great mercantile operations of the period, 
many of which were of the sedentary type. 
In developing this thought the author de- 
scribes nine functions of the sedentary mer- 
chant (marketing functions?) and shows how 
each was related to and conditioned by the 
capital needs of the period. The development 
of joint-stock companies, bookkeeping, met- 
ropolitan economy and the great trading 
companies are all described in an interesting 
manner. Finally, it is stated that although 
the sedentary merchant still exists today, 
his great period of influence ended with the 
coming of the Industrial Revolution and 
resulting internal specialization. 

Industrial capitalism, in the opinion of 
Dr. Gras, had its great period of influence 
between 1790 and 1890, for in those years 
the corporation and large-scale production 
and marketing became dominant. Commer- 
cial banks began to supply capital drawn 
from the savings of many. Since distribution 
was becoming a problem, marketing tech- 
niques and institutions were necessarily de- 
veloped. Comment is given to a history of 
many of the outstanding mercantile organi- 
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zations of today with an interesting note on 
the reasons for the birth and death of the 
H. B. Claflin Company, a section of especial 
value to at least the younger men in the 
marketing field. 

Other sections of the book consider the 
later stages of capitalism, viz., industrial 
capitalism and financial capitalism, and the 
reasons which gave birth to these changes. 
A final chapter, National Capitalism, makes 
searching comments on the rise of facism, 
Naziism, and the American New Deal. 

In the opinion of the reviewer no careful 
student of market institutions and policies 
can view his field as only that of what exists 
today. We must delve into the past to under- 
stand the future. This book makes it possible 
to gain a quick but stimulating review of 
many significant aspects of business history. 
Hence it should be required reading for all 
students of marketing who hope to rise 
beyond the limitations of a study of market- 
ing technique, in its narrower interpreta- 
tions. 

H. H. Maynarp 
Ohio State University 


A History or Commerce, by Clive Day. 
New York: Longmans, Green and Com- 
pany, 1938, pp. x, 703, $2.50. 

Professor Day’s book, now in its fourth 
edition, is an excellent treatment of the 
subject of trade from prehistoric times down 
to the present day. This edition is little 
changed from the previous one; in fact there 
has been little change in organization and 
arrangement of material since the first edi- 
tion in 1907. As it is a “history” revisions 
have been mostly in the form of additions 
to keep pace with historic changes. 

The first five parts of the book are identi- 
cal with those of the third edition and cover 
respectively, “Ancient Commerce,” “‘Medi- 


eval Commerce,” ‘“‘Modern Commerce,” 
“Recent Commerce,” and “The United 
States.” 


Part VI dealing with commerce since the 
World War has been completely revised and 
several new chapters have been added. Par- 
ticularly noteworthy are the chapters on 
“Effect of The War on Currency and 


- 


Credit,” ““The Great Depression,” and “‘Brit- 
ain Since The War.” These well-written 
comments form an excellent background for 
an understanding of the present economic 
and political conditions throughout the 
world. The closing chapter, “The United 
States Since 1920” is a brief summary of 
important economic changes in shipping, 
agriculture, money, etc., since the War. 

In a small book the author obviously can- 
not cover adequately all the important items 
in the history of commerce, yet his selection 
of topics is judicious and the wealth of refer- 
ences which he furnishes indicates a great 
deal of care in the preparation of the ma- 
terial for this book. 

Ross M. Trump 
Tulane University 


Tue Corporate Strate 1n Action, by Carl 
T. Schmidt. New York: Oxford University 
Press, 1939, PP. 173, $2.25. 

The author spent the year 1935 in Italy 
under a research fellowship of the Social 
Science Research Council. On the basis of an 
apparently thorough investigation of the 
economic life of that nation, he came to the 
conclusion that “‘after more than ten years 
of power, fascism has been unable to solve 
Italy’s economic difficulties.” The tragedy 
of this failure is sharpened for Dr. Schmidt 
by the social and political tactics of the 
fascist hierarchy whose ruthlessness shocks 
him into a cry for action against this, “‘the 
first shadow of a black night of Caesarism 
inevitably descending over the western 
world.” These two quotations rather ac- 
curately summarize the book. It is, first, a 
reasonably careful statement of the inability 
of fascism to pull Italy out of economic 
depression. Secondly, it is a passionate in- 
dictment of fascists in general and of Mus- 
solini in particular. But, despite its obvious 
bias, The Corporate State in Action is no 
piece of shallow propaganda. Dr. Schmidt 
has produced a summary of Italy’s recent 
past that is coherent and factually sound. 
And his analysis of the weaknesses of fascism 
is as illuminating as it is frank. 

Nonetheless, it is to be regretted that 
personalities are at times allowed to obscure 
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the main issues with which the book is con- 
cerned. While it is conceded that personali- 
ties are important in any totalitarian state, 
the failure of fascism could be established 
on the basis of the record without devoting 
pages to Mussolini’s ego-mania and the 
arrant sycophancy of his satellites. At times, 
too, the importance of the fascists’ eccentric- 
ities seems a bit overdone. Thus, one won- 
ders whether it is not an oversimplification 
of fact to say that “‘a desire to make the lira 
more valuable than the French franc... 
was the most important consideration”’ in the 
stabilization of the Italian currency in 1927. 
There is certainly some evidence to show 
that Italy’s economic position at the time 


justified an attempt at stabilization. In 


fact, contemporary Italian economic litera- 
ture stresses the anticipated effects of such 
stabilization on both its foreign and domestic 
trade. It is, therefore, unfortunate that Dr. 
Schmidt does not offer some specific justifica- 
tion for his unusual explanation of this 
incident. 

The author pictures socialism as the foun- 
tain head of social reform and the champion 
of the proletariat (pp. 17, 44). The course of 
events in the Soviet Union does not suggest 
that a socialist totalitarian state uses meth- 
ods of suppression essentially different from 
those employed by the fascists. Indeed Dr. 
Schmidt concedes that the Italian socialists 
took their orders from Moscow (p. 27) and 
resorted to violence when it served their 
ends so to do (p. 27). But he nevertheless 
denounces fascist violence and contends that 
Italy’s proletariat lost a friend and champion 
when the fascists suppressed socialism in the 
nation. This is said although he admits that 
the socialists were spellbinders (p. 31) who 
were incapable of producing an effective 
social and economic program for the country 
ar ego age dissention and bicker- 
ing (pp. 31, 32, 33, 45, 55). At another place 
the Fascists ae condemned because the labor 
syndicates are dominated by officials who 
are not proletarian workers (pp. 63, 77). Yet, 
according to Dr. Schmidt, while “the ranks 
of socialism were recruited from among 
factory workers, farm laborers, and small 
peasants ...its leadership was essentially 


intellectual and academic, and in important 
ways remained apart from the workers and 
peasants.” At still another place it is con- 
ceded that there was no inconsiderable re- 
joicing at the suppression of the socialists 
because “many saw in socialism a serious 
menace to domestic peace.” Certainly some 
confusion could have been avoided had the 
implied distinction between the socialists 
and the fascists been more sharply drawn. 

The discussion of the economic condition 
of Italy at the time Mussolini marched on 
Rome, and during the succeeding decade, 
seems unduly brief. In his desire to condemn 
the fascists, Dr. Schmidt charges them with 
responsibility for a series of events, such as 
the depression of the early 1930’s, that were 
international in their incidence and there- 
fore at least partly due to other causes. The 
author’s whole argument in this direction 
would have been much stronger had he left 
the fascist record speak for itself without 
trying to color the picture at all. However, 
his thesis is reasonably clear. Fascism, with 
all of its vilification of the muddling democ- 
racies, has been no more successful in fight- 
ing international depression than have the 
despised democracies. But the fascist public 
is worse off than we are because it must 
endure not only economic depression but 
social and political regimentation as well. 

The book is exceptionally well written and 
offers the casual reader an effective and 
dramatic picture of the ruthlessness of the 
totalitarian state in suppressing the rights 
and privileges of the individual. The discus- 
sion of the unforeseen consequences of the 
Battle of Wheat provides an excellent ex- 
ample of what can happen when national 
planning depends on the whim of political 
opportunists. Equally noteworthy is the 
appraisal of labor’s gains and losses under 
fascism. No better brief analysis of fascist 
economics has yet appeared in English. 

Cuar es S. WyanpD 
Pennsylvania State College 


Price Controt In Fascist Itaty, by Henry 
S. Miller. New York: Columbia University 
Press, 1938, pp. 146, $2.00. 


In this study Dr. Miller considers the 
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circumstances which led to price control in 
Italy, the purposes and methods, and the 
price changes that have been instituted 
under this control. A number of tables and 
charts present the statistical facts, and a 
running account carries the reader through a 
factual review of the period 1935 to early 
1938. 

Price control which now quite thoroughly 
permeates the whole economic system of that 
country was apparently started with the 
most naive idea of the problems involved. 
In the desire to place checks on rising prices, 
the most obvious point of attack was retail 
prices. Only after some experience did it 
become clear that the regulation of retail 
prices necessitated similar regulation of 
wholesale prices and other cost elements 
which lay back of (and sometimes far back 
of) the retail price itself. Thus, proceeding 
from the desire to keep retail prices consist- 
ent with wages viewed as incomes, they 
were led by steps back to costs of production, 
an important element of which is the wage 
which was taken as the point of departure. 

Here we have the familiar vicious circle 
into which one is likely to fall when he tries 
to maintain the real wages of workers by 
controlling the prices of the things the work- 
ers buy. There is no indication in this study 
that the Italian leaders have recognized the 
circular nature of this process, nor does Dr. 
Miller adequately expose this fallacy. In- 
deed, throughout the study there is a tend- 
ency to confine the discussion to what was 
done, how it was done, and the statements of 
the leaders as to why it was done, and what 
they hoped to accomplish. 

This reviewer would have welcomed more 
criticism of the theories that seem to underlie 
the policies. These are lengthy quotations 
from Italian financial writers, but from them 
one must conclude either that freedom of 
expression is, as we have been told, seriously 
repressed or that the art of economic analysis 
has in recent years sunk to a low level in 
Italy. Whether this is an unfair comment on 
the Italian writers is difficult for an Ameri- 
can reader to make out, for we are dealing 
here with an Alice-in-Wonderland sort of 
reasoning in which the “corporative psy- 


chology” and other vague non-economic 
forces are supposed to make two and two 
equal something quite better than four. 

To the marketing student, it is interesting 
to note that price control in Italy means 
keeping prices down whereas in this country 
with its N.R.A. and fair trade laws and other 
recent legislation, the desire is to keep them 
from going down. In that respect, at least, 
the Italian program is more in the traditional 
line of price control history than is ours. 

The author concludes that the Italian 
authorities are feeling their way rather than 
following, as they claim, some ideal plan in 
the mind of I] Duce for the evolution of the 
economic structure of Italy. First, there was 
the problem of keeping prices down during 
the Ethiopian campaign, then to prevent 
them rising under the influence of the de- 
valuation of the lira, and now to keep them 
in check as a protection to the purchasing 
power of the people. The author concludes 
further that from the point of view of sheer 
enforcement, Fascist price control has in its 
short experience been a success, but implies 
doubt about its success in a larger sense. 
With his final observation, one must agree 
that nothing in economics is more hazardous 
than tampering with prices unless it be at- 
tempted monetary control, which is part of 
the same process. 

C. E. GrirFin 
University of Michigan 


Soviet TRADE AND DistrisuTion, by L. E. 
Hubbard. New York: The Macmillan 


Company, 1938, pp. xiv, 381, $5.00. 


For many years there has been a need for 
a book that would provide an adequate 
picture of the system of domestic trade 
evolved, after many trials and errors, by the 
Soviet government in its capacity of manu- 
facturer, wholesaler and retailer of all the 
consumption goods and foodstuffs allotted 
for distribution among the vast population 
of the U.S.S.R. 

The factual presentation of the develop- 
ment of Soviet trading and distributing 
agencies from their early elementary forms, 
through the period of goods-rationing, to 
their present coordination into two inclusive 
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systems of chain or multiple stores, the 
State shops in the cities and the cooperative 
shops in the villages, is accurate and com- 
prehensive, and presented in sufficient detail 
so that the process of change and growth 
can be readily followed. The supplying of 
goods, the financing of trade, wholesale and 
retail, the character of the functionaries in 
charge of the work, the forms of government 
control exercised,—these and many other 
details are clearly presented. However, in 
all this careful exposition of what the system 
is and how it works, one fails to obtain a 
picture of the actual daily operation of a 
store, what goods they sell, how large stocks 
they carry and why, who their customers are, 
and many other points that inevitably arise 
in a study of marketing anywhere, and par- 
ticularly in a country strange to most Ameri- 
can readers. 

For this lack the author has perhaps ex- 
cused himself in his preface by acknowl- 
edging that his book is mainly a study of the 
principles, rather than actual operations, of 
the system he describes. But to a reader 
desirous of learning how the “Russian Reds” 
have adapted to their own conditions the 
customs and forms of a modern goods dis- 
tribution mechanism such as they have at- 
tempted to set up, the volume fails to present 
a complete and satisfying picture. There 
is practically no mention of such special 
factors, for instance, as the pressure of 
changing and increasing consumer demands; 
the effect of the introduction of fashions in 
women’s clothing and millinery; the special 
privileges of the gold prospectors who, be- 
sides being freed from certain taxes, are sup- 
plied with goods unavailable to the ordinary 
buyer at a special scale of prices calculated 
in the weight of the gold-dust or nuggets 
in which they pay; or finally, the probable, 
if not yet actual, democratization of the 
village cooperative shops through the in- 
fluence of the peasant-stockholders who are 
coming to demand a greater share in the 
management of these shops and are pressing 
for more adequate satisfaction of their wants. 

It is obvious that the Soviet government, 
under pressure of outside world conditions, 
must for the present continue its policy, as 


pointed out in the last chapter, of piling up 
war stocks, favoring its army, navy, and in- 
dustrial workers, and maintaining its horde 
of bureaucrats, all at the expense of short- 
rationing the peasants clamoring for manu- 
factured goods of every kind. The author 
seems to expect this condition to be more or 
less permanent; he is perhaps hopeful of 
fitting the Soviet trading system into a 
socialist economy, although he begs the 
question by expressing the belief that social- 
ism cannot succeed in the Soviet Union. 

It seems to the reviewer that the author 
has made the not uncommon error of study- 
ing the system of distribution, instead of the 
people who are manufacturing, selling and 
buying the goods distributed under the sys- 
tem. Any Russian phenomenon, be it eco- 
nomic, political, or philosophical, must be 

viewed first as Russian, and second in its 
other aspects. It is the people that make the 
system, not the system the people; and the 
Russians have a historical habit of modifying 
theories to suit their practices, and practices 
to suit their own folkways. 

It seems probable, therefore, as Mr. Hub- 
bard himself acknowledges, that the system 
he describes “‘is certain to undergo many im- 
portant alterations.” For the peasants still 
form over 67 per cent of the population, ac- 
cording to this year’s census, and their voice, 
heard already in the demand for modification 
of the earlier Soviet agricultural commune 
into a workable form of collective farm with 
each member enjoying certain property 
rights, will undoubtedly be heard again, and 
plainly, in the alteration, in their interest, 
of the present marketing system which pre- 
vents them from spending the rubles they 
earn for the kind of goods they want and 
need. 

E. C. Ropes 
Washington, D. C. 


Price ConTROL UNDER Fair TRADE LEGIs- 
LATION, by Ewald T. Grether. New York: 
Oxford University Press, 1939, pp. x, $17; 
$5.00. 

This book is an admirable example of the 
type of study which needs to be made of so 
many present day problems. While the 
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author brings to bear on his subject a wealth 
of information obtained through field in- 
vestigations in this country and in Great 
Britain, the argument is based on a far 
broader base as Professor Grether has made 
judicious use of theoretical analysis. 

The scope of the volume is wider than is 
indicated by its title. While it centers on re- 
sale price maintenance as legalized by the 
Fair Trade Laws, it also includes ‘‘an exami- 
nation of other allied forms of price control 
legislation of a general quality” (p. 4), for 
example, loss limitation laws and price dis- 
crimination. Also some brief attention is 
given to specia/ control acts for milk, alco- 
holic beverages, motor vehicles, and so on. 

The argument is divided into three parts. 
Part I contains two chapters tracing the 
historical and legal background of distribu- 
tive price control. This discussion makes it 
clear that in the present move for such price 
control “‘the center of the battle has shifted 
largely from the manufacturers to distribu- 
tors...” (p. 8) and that the legislative 
success of the movement is clear-cut evi- 
dence “‘of the newfound political strength of 
small shopkeepers in the United States.” 
(p. 8). Instead of attempting to present in the 
text a detailed description of all the price 
control laws, a 65 page appendix contains 
this valuable material. This leaves the author 
free to use his chapter on ““The Legal Set- 
ting” for a discussion of the development of 
the laws, their general nature, and important 
court interpretations of them. 

Part II consists of five chapters covering 
the California experience with retail price 
control. In view of California’s more mature 
experience with price control devices, this 
emphasis on the experiences of this state is 
well placed. The legal development is pre- 
sented in some detail. A full chapter is de- 
voted to the drug field and another to the 
food field. These two fields are well selected 
as they present such a contrast. In the drug 
field resale price maintenance has become 
relatively important (partly because the re- 
tailers have formed organizations strong 
enough to go to manufacturers and say, ““We 
refuse to handle your merchandise unless 
you protect your resale price at a profit 


level’) while in the food field it is unimpor- 
tant, with more attention being given to the 
loss limitation laws. The author presents a 
valuable discussion as to the reasons for this 
contrast. 

Part III is made up of seven chapters 
which represent one half of the entire book. 
In order, these chapters discuss loss leaders; 
the diversity of interest among retailers as 
regards price control; the interests of manu- 
facturers and wholesalers; the effects upon 
consumers; the actual and potential scope of 
price control; enforcement procedures and 
problems; and the interrelations of law, eco- 
nomics, and trade regulations. It is in these 
chapters that the author shows his com- 
petency in the use of theoretical analysis. In 
the reviewer’s opinion, the discussions of 
loss leaders and of the nature of retail com- 
petition deserve special mention as by far the 
best which have yet appeared (although he is 
not inclined to accept Professor Grether’s 
definition of a loss leader). These are sections 
which should be read by every student 
of monopolistic competition, regardless of 
whether or not he is interested in marketing 
as such. 

The conclusions of this book are of major 
interest. While Professor Grether does not 
feel that loss leader selling results in any 
significantly lower price level than would 
exist if it were abolished, he does feel that 
“‘the advantages [of such selling] tend to be 
concentrated more heavily upon lower in- 
come groups” (p. 223). However, it is not 
the slight effect upon the consumer which 
would result from curbing loss leader selling 
by legislation which makes him oppose such 
legislation; rather it is the fact that “‘it is 
well nigh impossible to segregate much al- 
leged loss leader selling from other forms of 
price competition and competitive sales 
promotion” (p. 223). 

Contrary to much opinion, Professor 
Grether feels that over a period of time “the 
greatest increment of advantage’”’ from retail 
price control may accrue to the larger chain 
store systems, rather than to the small 
dealers who are sponsoring the legislation. 
And even if the chains are not aided, the 
small dealers may achieve no long run gain 
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as there may be an increase (1) in the num- 
of retailers, (2) in non- -price competition, 

(3) and in consumers’ cooperatives. As far 
as consumers are concerned, he does not feel 
that price control will advance the price 
level very much. Moreover, he estimates 
that of all consumers’ goods not over 20 per 
cent will ever come under resale price con- 
trol. But cut-rate store prices will be raised 
appreciably. 

All in all, the author is not favorable to 
such resale price control as has been de- 
veloped in this country. As he puts it, this 
development represents a “departure from 
sound public policy” (p. 402). And he stresses 
the need for a well trained, impartial public 
authority “‘to hear and sift the demands of 
those who desire regulation of price com- 
petition in the distributive fields” (p. 390). 
This authority would “weed out illegitimate 
demands, and would provide a means for 
coordinating law, economics, and other 
bodies of knowledge and techniques in 
formulating flexible and variable standards 
of evaluation in the publc interest” (p. 391). 

In addition to the soundness of the analy- 
is, the book has the merit of presenting its 
argument in logical order and with clarity 
of thought. The entire volume shows what 
can be accomplished by one who is careful 
in carrying out his research, exact in report- 
ing and analyzing his statistical results, and 
well grounded in the use of the tools of 
theoretical economic analysis. 

Cuar.es F, PuI.uips 
Colgate University 


THe ReGuiation or Retail, TRADE Com- 
PETITION, by G. A. Dommisse. New York: 
Colonial Printing Company, 1939, pp. 71, 
$1.25. 


For some time marketing men have de- 
plored the high mortality rate of independent 
retailers; their interest has been largely pro- 
fessional. The author of this monograph has 
a social concern in this same problem. He 
keenly regrets the loss to society occasioned 
by the profitless use, in this field, of a con- 
tinuous flow of capital and labor. 

Independent retailers, moreover, cooper- 
ate so closely with wholesalers and manu- 


facturers that they cannot fulfill their duty 
to consumers—they promote for their sup- 
pliers at the expense of sound selection for 
their customers. National brands and large- 
scale retailing are responsible for this, ac- 
cording to Dr. Dommisse, because they 
intensify the competition between manu- 
facturers and wholesalers for retail outlets. 

If this unhealthy condition is to be reme- 
died, three steps must be taken: (1) curb the 
excess optimism of prospective retailers; 
(2) educate current retailers along the lines 
of costs and consumer trends; and (3) make 
entrance into retailing less easy. To ac- 
complish these three the author recommends 
for retailers, compulsory examinations built 
around accounting, commodity knowledge, 
and finance. 

Some extreme views of the author hurt 
this study. To him, many retailers are mere 
tools in the hands of big national advertisers, 
and many manufacturers are entering the 
field of retailing. For these and other state- 
ments, supporting figures are not supplie.d 
There will be slight agreement with the 
major premise of the work, which is that re- 
tailing can be given professional status by 
examining all prospective retailers. 

C. A. KirKPATRICK 
University of Maryland 


Cuan Stores AND LEGISLATION, compiled 
by Daniel Bloomfield. New York: The 
H. W. Wilson Company, 1939, pp. ix, 
466, $1.25. 


That the controversy between chains and 
independents is very much alive is evidenced 
by the fact that before the recent session of 
congress came to a close, Representative 
Patman was marshalling his forces for a 
more effective presentation of his chain store 
tax bill at the next congressional session. The 
issue is also far from dead in the various 
state law making bodies, and just as long as 
legislatures continue to battle over the chain 
store issue this book will be a handy volume 
to have around. It contains speeches, articles 
and brief excerpts on the pros and cons of 
limiting the powers of chain stores or de- 
stroying them through legislative enact- 
ments. 
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Articles are grouped under the following 
headings and in the order here stated: (1) 
general articles, (2) mortality of retail stores, 
(3) chain stores and independent stores, 
(4) supermarkets, (5) voluntary chains, (6) 
chains and the farmer, (7) the chains and 
monopoly, (8) the courts and chain stores, 
(9) the Robinson-Patman Act, (10) the 
Patman Bill. There are from three to twenty- 
two articles under each heading with the in- 
clusion of brief excerpts and direct references 
at the end of the more important divisions. 
The appendix includes the text of the Robin- 
son-Patman Act, The Patman Bill, a table 
of state chain store tax laws, and a very 
lengthy bibliography. 

Anyone looking for enlightenment con- 
cerning the effect of the fair trade laws on 
chains will not find that information in this 
book. Both the state fair trade laws and the 
Miller-Tydings Act receive scarcely more 
than incidental mention. One would gather 
the impression (which is not denoted by the 
title) that the chains are affected only by 
discriminatory tax legislation. 

As is usually the case, when there are so 
many contributors, this book suffers from 
overlapping of subject matter and consider- 
able repetition. In his preface, the editor 
urges the reader to examine the facts care- 
fully before reaching any conclusions. Yet 
at least four out of five articles included are 
decidedly partial to the chain store system. 
In fact, if Representative Wright Patman 
had not been allowed to make frequent ap- 
pearances, the odds would be far more over- 
whelming. Possibly, this is not a just 
criticism. It may be that four out of five 
articles written for publication on this sub- 
ject are partial to chains, and that a random 
selection would contain the same proportion 
on each side of this debatable issue. 

If the contributions of students of market- 
ing, (college professors, executives in the 
government service, and others) who should 
be without prejudice, are examined, prac- 
tically the same ratio of articles opposed to 
chain store legislation is found to exist. The 
reprint which is included from the Fortune 
Survey shows that as late as February, 1939, 
48 per cent of the public favored letting the 


chains alone, 37 per cent wanted them taxed 
extra, and 6 per cent desired that they be 
put out of business. What is the answer? 
What do the people think who have no 
immediate vested interest at stake? It ap- 
pears that a substantially large number of 
uninformed neutral parties desire that the 
powers of chains be curbed, while neutral 
parties who have spent more time studying 
our distribution system see a real menace 
to taxing the chains out of existence. The 
above conclusion is a natural one to reach 
after reading Chain Stores and Legislation. 

Roswe .t P. SNEAD 

Virginia Polytechnic Institute 


N.R.A. Trape Practice Procrams, by 
Charles Albert Pearce. New York: 
Columbia University Press, 1939, pp. i, 
225, $2.75. 

Mr. Pearce has analyzed the provisions of 
several hundred N.R.A. codes in respect to 
the relations of business concerns to their 
competitors, omitting those provisions which 
dealt primarily with labor matters as war- 
ranting separate treatment elsewhere. 

He classifies the competitive objectives of 
the codes into two broad groups—those at- 
tempting to control destructive competition, 
and those which attempted to prevent unfair 
trade practices. The former results in losses 
to a substantial number of the members of 
an industry while other competition merely 
reduces the volume of profits of one or more 
business competitors. 

The forms which price cutting takes de- 
pends upon the ingenuity of each business 
concern in attempting to conceal its price 
cutting methods. In some cases, the price 
cutter so classifies his customers that he can 
grant each class a separate trade discount. 
The creation of one or more new classes of 
customers is another method of evading a 
rule requiring the filing of prices to all 
customers by class of customer. Quantity 
discounts may be varied by means of volume, 
value, weight or other differential, and over 
a longer or shorter period of time according 
to total purchases from one producer or from 
the entire industry, or, again, according to 
the location of the buyer. Delivery terms 
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may be the item which one manufacturer 
offers to a customer as his lower price (in 
effect)—the f.o.b. point being such as to 
allow the customer the freight; or it may be 
special terms of payment, special guarantees, 
sales permitted on consignment, odd lot 
shipments allowed, or advertising allowances 
granted. 

In an effort to prevent any member of an 
industry from gaining, by these and other 
price cutting methods, an advantage over 
competitors, industries adopted sets of pro- 
visions (which Mr. Pearce here calls “pro- 
grams’’) intended to prevent such practices. 
The most direct measures adopted were (a) 
fixing a minimum price below which com- 
petitors agreed not to sell; (b) filing of prices 
with some central authority; (c) control over 
certain price practices such as “free deals,” 
“secret rebates,” etc; (d) restriction of pro- 
duction or of capacity. 

In connection with the fixing of minimum 
selling prices, selling below cost was pro- 
hibited in many instances. This, however, to 
be effective, had to be accompanied by some 
plan of uniform accounting, and the approval 
of the Code Authority was usually required 
in order to make the selling-below-cost pro- 
vision effective. 

Price filing was widely adopted as an 
obvious means of preventing destructive 
competition on the theory that publicity of 
prices tended in itself to do away with price 
cutting. To get prices “out into the open” 
was to do away with representations that 
lower prices had been granted by another 
producer, a common method of forcing 
prices down all along the line. Effective 
price filing requires, first, filing by a// the 
members of an industry and second, that 
these filed prices be disseminated promptly 
among all competitors. Product standardiza- 
tion, another method, was required in some 
instances as a means of making it possible 
to compare prices. 

Devices depending upon control over pro- 
duction operated on the theory that the im- 
portant factor of supply necessarily affected 
price, hence production control was author- 
ized or contemplated in some 126 codes. 
Sometimes this took the form of setting a 


quota or amount which each producer might 
make, or limiting the number of hours during 
which production equipment could be 
operated (this particularly in the textile and 
apparel lines). Inventory control was at- 
tempted in three codes, and sharing of busi- 
ness in one—the corrugated and solid fiber 
container industry. Thirty-two codes re- 
stricted the installation of new plants or new 
equipment. 

The control of unfair practices, quite dif- 
ferent from destructive price-cutting, was 
attempted by incorporating in many codes 
provisions prohibiting misrepresentation of 
product, particularly such well-known prac- 
tices as misleading advertising, deceptive 
labelling, imitating of competitors products 
and, more specifically, that form of imitation 
known as piracy of design. In some indus- 
tries, controls had been set up prior to the 
N.R.A. for dealing with piracy of design. 

In a few codes, an effort was made to 
eliminate competitive advantages due to 
economies in production, better distribution 
machinery, or superior transportation facili- 
ties. There was little effort made in general 
to offset technological improvements. 

The conclusion drawn is that price filing 
was one of the main features relied upon by 
industry to prevent destructive price com- 
petition, price filing provisions being found 
in 444 codes out of a total of some 700. 

“Programs to control unfair practices were 
sponsored both by the economically powerful 
and by the weak, by both competent and in- 
competent enterprises. Code controls were 
sought as substitutes for direct action by the 
weak and incompetent to prevent a loss of 
markets, and by their more able rivals to 
reduce the cost of winning markets. It is not 
possible to say whether either of these types 
of sponsorship was dominant. Degrees of 
competency and power in business cannot 
be measured readily, and it is seldom possible 
to distinguish business ability due to com- 
petency alone from that arising from superior 
economic power.’ 

The types of trade rules adopted are listed 
in summary form in Appendix A, while 
Appendix B (three pages) calls attention to 
the fact that wage and hour regulations in 
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the codes, while not discussed in this volume, 
had some indirect influence upon competitive 
practices. 

Ernest S. BRADFORD 

College of the City of New York 


Retalx SALEs Taxation, by Neil H. Jacoby. 

Chicago: Commerce Clearing House, 1938, 

PP. Xi, 370, $3.50. 

The spectacular rise of retail sales taxation 
in the state revenue systems is indicated in 
Professor Jacoby’s excellent volume. While 
general sales taxation was not unknown 
previously among the states, it sprang into 
importance during the 1930’s as the states 
found it necessary to raise revenues for reliet 
expenditures in a period of declining property 
tax collections. 

As late as 1933 the retail sales tax was 
found only in a small number of states and 
it provided only $23,000,000 in revenues, but 
by 1937 it was employed in 27 states, in the 
District of Columbia, and in some local 
governments, and returned $470,000,000, or 
over one-sixth of the tax revenues of all the 
states. By this time it ranked second only to 
the gasoline tax as a source of state tax reve- 
nue. Despite the administrative complica- 
tions of retail sales taxation and the 
economic objections to it, the author expects 
it to remain in many of the states because of 
its productivity. 

He concludes, after a survey of the opera- 
tion of retail sales taxation in the various 
states, that the retail sales tax is more diffi- 
cult and costly to administer than many of 
its proponents have maintained and that its 
supposed stability of yield has been exag- 
gerated. The long-run incidence of the tax is 
not necessarily on consumers, but may be on 
retailers and others. The legal requirements 
in some of the states that the tax must be 
included in the prices charged consumers do 
not guarantee that the tax will always be 
shifted. 

The retail sales tax is found to be very un- 
equal in its burdens on consumers when it is 
shifted. It is contrary to ability to pay and is 
regressive. Expenditures for articles of con- 
sumption do not provide an equitable basis 
of taxation. Interesting statistical evidence 


is presented to reveal the regressivity of 
general sales taxes. It is estimated that a 
general tax on consumers’ expenditures at 
a rate of 2 per cent would, if shifted, be 
equivalent to 2.5 per cent of the incomes of 
farm families below $500, but only 0.59 per 
cent of incomes between $9,000 and $10,000. 
For nonfarm families, the tax would be 
equivalent to 2.15 per cent of incomes below 
$1,000, only 1.23 per cent of incomes be- 
tween $15,000 and $20,000 and but 0.13 per 
cent of incomes of $1,000,000 or over. A 
retail sales tax tends to be more regressive in 
rural than in urban communities because of 
the larger variations of income saved in rural 
localities. 

The regressivity of retail sales taxes is in- 
tensified by the practice of bracketing sales 
and requiring a fixed amount of tax on sales 
lying within a bracket, since the smaller 
sales pay the same tax and, therefore, a 
higher tax rate than the larger. A tax 
limited to tangible personal property is much 
more regressive in its effects than a tax on 
total consumers’ expenditures. 

Professor Jacoby concludes that retail 
sales taxation is inequitable and complicated 
and that it is inferior to progressive personal 
income taxation because the latter imposes 
more equal burdens and would not be more 
complicated or costly to collect if the income 
tax base were broadened and it were ef- 
fectively administered. 

Atrrep G. BUEHLER 
University of Pennsylvania 


RETAIL STORE ORGANIZATION AND MANAGE- 
MENT, by O. Preston Robinson and Norris 
B. Brisco. New York: Prentice-Hall, 1938, 
Pp. xx, 565, $4.00. 


This addition to Prentice-Hall’s Retailing 
Series is the first of the series to treat com- 
prehensively the question of store organiza- 
tion and the problems of store operation as 
encountered by the store manager. This book 
does not deal with all the activities or phases 
of retailing, as the title of the volume broadly 
interpreted might lead the reader to believe, 
but rather with the duties and activities of 
the functional division commonly found in 
department stores under the store super- 
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intendent or store manager. 

Although the duties of the store manager 
vary considerably in different stores, his 
duties generally “include supervision of the 
physical operation, upkeep, and maintenance 
of the store; control over the employment 
and administration of the personnel; respon- 
sibility for the physical handling and care of 
merchandise, supplies, and equipment; the 
supervision of service; the control of ex- 
penses; and the operation of other nonselling 
Cepartments and activities essential to the 
profitable management of the business.” 

In discussing store management from the 
point of view of the above duties, the major 
effort made by the authors “‘is to visualize 
management activities in detail and to pre- 
sent and discuss procedures of operation that 
have been found effective in successfully 
operated stores.” A few general and related 
topics, such as store organization and store 
location and layout, which are not specifi- 
cally the problems of the store manager, are 
discussed because they offer a logical intro- 
duction to the subject and ‘“‘make possible 
a clearer and more easily understood descrip- 
tion of detailed operating procedures.” 

After an introductory chapter in which 
the meaning and scope of store management 
are indicated, the authors ‘devote four chap- 
ters to a discussion of retail store organiza- 
tion. This section should be of particular 
interest to students of retailing because of 
the increasing attention given during the 
past two years or more to the possible need 
for revamping the organization setup of 
retail stores, particularly in the department 
store field. The authors suggest two definite 
plans, one for large and one for small stores. 
A study (previously made by one of the 
authors) of the organization structures of 
over 200 department stores is used as the 
basis for drawing conclusions regarding the 
changes that are being made. 

Five chapters are devoted to a discussion 
of customer services, including selling (the 
physical handling of sales and packing and 
wrapping), retail deliveries, customer com- 
plaints, and the handling of mail and tele- 
phone orders. Other chapters cover store 
location and layout, store expenses, the pay- 


roll budget, personnel management, wage 
payment methods, store receiving procedure, 
and store protection and maintenance. 

An interesting feature of the book to the 
reviewer is the “Operations Check List for 
the Store Manager” presented in the Ap- 
pendix. It represents the plan set up by one 
store manager for inspecting personally over 
a stated period of time each of the responsi- 
bilities under his supervision. An examina- 
tion of it brings out forcibly the many and 
varied activities and responsibilities of the 
store manager. 

In the treatment of the various store 
management procedures, the emphasis seems 
to be largely upon the how of the operation. 
Liberal use is made of exhibits and figures 
to aid in clarifying the procedures and 
operations discussed. 

The book is probably too specialized to 
be used widely as a text as few schools have 
courses dealing only with the store operating 
phase of retailing (in the limited sense in 
which the term has been explained above). 
However, to the teacher of retailing the book 
should prove of real value as a source of 
reference material on many store operations 
and procedures which are treated only 
briefly, if at all, in more general retailing 
texts. The volume brings together in a well 
organized form much material of value 
which, at least to the knowledge of the re- 
viewer, has not previously been readily avail- 
able to the student of retailing. It is likely 
that the book will find wide acceptance 
among retailing executives engaged in 
various phases of store management. 

Ira D. ANDERSON 
Northwestern University 


Retalit AccounT1na, by Cecil K. Lyans and 
Norris A. Brisco. New York: Prentice- 
Hall, 1934, pp. xxii, 590, $5.00. 

According to the preface, “This book is 
the outgrowth of several years’ teaching of 
Retail Accounting to college classes. Its pur- 
pose is to fill the need for a usable text for 
such classes; and to present a detailed de- 
scription of good accounting practice as It is 
found in retail stores, for the use of all those 
interested in this phase of the techniques of 
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retailing.” The authors indicate that it 
would probably be advisable for the book to 
be used “for a course extending throughout 
the school year.” 

There are as many fields of applied ac- 
counting as there are types of business enter- 
prises and the successful business man today 
realizes the necessity of having appropriate 
accounting records for the particular type of 
business in which he is engaged. This book 
does not develop new theories of accounting, 
but merely adapts sound accounting princi- 
ples to the particular field of retailing. With 
its more than 600 pages and 87 forms, the 
volume gives detailed information that can 
be applied to any size business for those 
interested in this special field of accounting. 

A study of retail accounting must be 
mainly a study of problems originating in 
three main groups—sales and returned sales, 
merchandise purchases, and expense trans- 
actions. These three, according to an esti- 
mate by the authors, account for about 99 
per cent of all transactions, the first two 
named accounting for approximately 95 per 
cent. It is only natural, then, to expect such 
topics as the following to receive consider- 
able attention: store system on sales and 
returned sales transactions; accounts re- 
ceivable—charge and installment accounts; 
C.0O.D. accounts receivable; merchandise 
inventory; accounts payable; the sales audit; 
and cost of sales. Of these items, C.O.D. sales 
have been given considerable space and 
mentioned frequently in various parts of the 
book. 

Since there are more than a million and a 
half retail stores in the United States with 
over five million employees, there seems to 
be a definite need for such a book as Retail 
Accounting. It is worth the careful study of 
those who are interested in records for retail 
stores. 

R. R. RicHarps 

Eastern Kentucky State Teachers College 


DispLAYING MERCHANDISE FOR Prorit, by 


A. E. Hurst. New York: Prentice-Hall, 
Inc., 1939, PP: Xl, 433, $3-75- 


For years, teachers and practitioners of 
display have been awaiting a satisfactory 


book covering both interior and show 
window display adequately. This has ar- 
rived in the form of Hurst’s Displaying Mer- 
chandise for Profit. The author is president 
and founder of Display Creators. During his 
thirty-seven years of experience he has pro- 
duced and published various advertising 
services for retailers, publishers, printers and 
sales organizations. 

The volume is divided into six parts 
headed (1) display value, (2) the selling idea 
behind the display, (3) the physical make-up 
of the display, (4) display in the retailing 
program, (5) manufacturers’ advertising and 
display and (6) special display suggestions 
for the retailer. 

At first glance, the reader may react un- 
favorably toward the liberal use of statistics 
in the book. A more careful examination is 
apt to lead to the conviction that the statis- 
tics not only are pertinent, but that they 
give definiteness and solidarity to a subject 
that tends to be a mass of vague generaliza- 
tions. The reviewer asked a display expert to 
check the text for accuracy. His verdict is 
that it conforms to the best current practice, 
although there is room for difference of 
opinion on points of minor importance. 

The abundance of concrete suggestions 
and illustrations will appeal to display men. 
The philosophic explanations of “why” as 
well as the practical aspects of “how” make 
the book a suitable text for teaching pur- 
poses. In addition, the readability of the 
copy and the attractive format are meri- 
torious. 

E. O. ScHALLER 
New York University 


ConsuMER Market Data Hanpbsook, 1939 
Edition, by Haynes and Smith. Washing- 
ton: United States Government Printing 
Office, 1939, pp. XX1, 464. 


The purpose of this handbook “‘is to pre- 
sent in convenient form the principal con- 
sumer market statistics available on small 
geographic areas,” and the scope “‘is limited 
to the markets for consumer goods—all 
those goods destined for use by individual, 
ultimate consumers. ...A companion vol- 
ume to be issued by the Bureau will cover 
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the markets for industrial goods.” 

The type of material included points to- 
ward that which will assist in determining 
the willingness and ability of consumers to 
buy. The data are arranged, as nearly as 
possible, to answer one or more of the fol- 
lowing questions 1. How many purchasing 
units are within the community? 2. What is 
the type or character of the community? 
3. How much income does the community 
have? 4. How does the community spend 
its retail dollar? 5. In the absence of complete 
information on income, what factors are 
available to indicate purchasing power? 

The limitations to the use of the data are 
apparent in terms of the objectives one may 
have in their use. Information of this type 
cannot be collected for universal use to cover 
all situations. Hence, a judicious use of the 
data is desirable with a full appreciation that 
they were not collected for a specific purpose 
or problem. 

The 1939 issue represents a definite im- 
provement over previous editions of the 
handbook in that additional series have 
been included and the series generally ap- 
pear to be more complete. 

Hucu G. WALEs 
Northwest Missouri State Teachers 
College 


THe CoNSUMER AND THE Economic OrDER, 
by Warren C. Waite and Ralph Cassady, 
Jr. New York: McGraw-Hill, 1939, pp. x, 
389, $3.50. 

Although similar in objective and plan 
to Warren C. Waite’s Economics of Con- 
sumption published in 1928, the present 
volume is much more complete and finished 
than was its predecessor. 

The authors state that in most consumer 
texts “the production character of consumer 
problems has not been sufficiently shown.” 
They attempt to overcome this defect by 
relating consumer problems to the more 
fundamental and comprehensive problems of 
economics generally. The economics of con- 
sumption they define as “‘the science that 
deals with the administration of resources 
in the satisfaction of human wants, insofar as 
this administration involves consideration of 


price and money.’’ But since “goods must 
be produced to be consumed the study of 
consumption naturally begins with the pro- 
duction and distribution as the point of de- 
parture.” 

Furthermore, as they view it, consump- 
tion is a social rather than an individual 
problem. From this standpoint the subject 
logically divides itself into three major prob- 
lems around which the book is organized: 

(1) the status of the consumer in the existing 
economic order; (2) the manner in which 
goods are chosen and the economic results 
of those choices; (3) the relation of human 
welfare to wealth. A final chapter gives a 
critique of consumption. 

The philosophy of the book is definitely 
eclecticism. The individual exchange-cooper- 
ative system, they assume, usually produces 
those goods and services that consumers de- 
sire and generally protects consumers in the 
exercise of their market franchise. Occasion- 
ally, of course, monopoly, fraudulent prac- 
tices, and lack of buying information inter- 
fere with the smooth operation of the 
system, in which case specific social action 
should be taken in behalf of the consumer. 
However, governmental interference with 
the economic order is frowned upon, because 
activities upon the price front, efforts to dis- 
tribute consumer income more equitably, 
and attempts to apportion human resources 
more effectively are more likely to curtail 
production and raise costs than to aid con- 
sumers. Naturally, the outlook of the book 
is optimistic. The authors are not unduly 
perturbed about the possible decadence of 
society due to the excessive reproduction of 
the lower strata or the impending decline in 
national productivity because of the opera- 
tion of the law of diminishing returns. 

Finally, they set up as guides to national 
policy standards for production and for con- 
sumption (pages 344-348). The former, 
termed the “largest surplus relative to con- 
sumption standard” will insure the maxi- 
mum product for consumption purposes and 
also provide an abundant supply of capital 
equipment. The consumption standard is 
definitely an efficiency standard. The attain- 
ment of “‘a level of life” which will make for 











316 


THE FOURNAL OF MARKETING 





high individual productivity, thereby insur- 
ing us security both in the home market and 
in the markets of the world, is vastly more 
desirable than a ‘“‘comfort level” which they 
envisage as wasteful of our resources. 

This book gives the consumer a compre- 
hensive picture of the operation of the eco- 
nomic system as it affects him in clear and 
understandable language. There is an abund- 
ance of factual material, particularly statis- 
tical data, dealing with all phases of income, 
distribution, family expenditure, demand 
and consumption factors, and coefficients. 

The discussions of many topics are excel- 
lent, especially those dealing with invest- 
ments and insurance, the economics of ad- 
vertising, and consumer purchasing habits 
in relation to the marketing system. The 
marketing student will appreciate particu- 
larly the discussion of the application of 
elasticity of demand to the problems of de- 
mand, agricultural marketing policy, etc. 
Furthermore, chapters 19 and 20, which 
consider the population problem and con- 
sumption as a matter of national policy, are 
especially original and provocative. Lastly, 
the objective attitude taken by the authors 
toward their subject is most commendable. 
By this approach the data of consumption 
have been stripped of their emotional color- 
ing and evaluated upon their merits. Also, 
they have made an attempt to unify and 
integrate this mass of information into the 
body of economic principles. In both respects 
they have performed a most needed service. 

The reviewer, as one who is interested in 
the nebulous and confusing problems of the 
market place, had hoped this volume might 
synthesize the materials of this field into 
well defined patterns and tools for ready 
use. Instead, Waite and Cassady make few 
excursions off the beaten paths. Even the 
subjects of elasticity of demand and varia- 
tion of consumption, which Waite em- 
phasized in his earlier work, do not show 
marked development. Moreover, the treat- 
ment strikes one as being factual and didac- 
tic rather than analytical, synthetic and 
interpretative. The authors do not seem to 
come to actual grips with their factual ma- 
terials—they present them but they fail to 


reveal their significance or weld them into 
principles, trends, or tendencies. The data 
presenting family expenditure and variations 
in consumption are left dangling in the air. 

But the most serious weakness of the book 
is the way in which it proceeds to erect an 
economics of consumption upon the assump- 
tions and postulates of general economics 
with only the most casual discussion of the 
mechanics of choice and with little considera- 
tion of the patterns of consumer buying be- 
havior and how this behavior determines the 
type, quality and price of goods produced. 

The subject of choice is treated in the 
short span of fourteen pages. Without even 
considering the recent contributions relative 
to the rational, emotional and sociological 
bases of choice, the authors conclude that 
“St is difficult to say whether choice is 
natural or acquired” but somehow “‘in a 
more or less haphazard manner the in- 
dividual builds up a scale of commodities 
which he consumes.” But since the authors 
are not concerned with the individual con- 
sumers and their reactions and buying 
habits, they practically disregard the prob- 
lem of translating individual buying habits 
into group buying patterns and effective 
market demand. They do say the latter is a 
summation of individual demands. While 
they are rather critical of modern advertis- 
ing, the authors do not seriously question 
the responsiveness of the production and 
marketing mechanism to consumer desire 
despite the‘‘round-aboutness”’ of our modern 
economic order. 

This last criticism is unjustified if the book 
is not intended as an economics of consump- 
tion. However, it follows the plan of Waite’s 
Economics of Consumption and apparently 
the authors set out to examine that “econ- 
omy of consumption” which is “as important 
from the standpoint of human welfare as the 
economy of production.” 

W. W. Leicu 
University of Akron 


Economics ror Consumers, by Leland J. 
Gordon. New York: American Book Com- 


pany, 1939, pp. x, 638, $3.00 
In the preface, the author states that the 
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distinctive feature of this book is that “‘it 
works through established economic princi- 
ples, always from the consumer point of 
view.” The central theme is consumer wel- 
fare. The dominant fact is “‘prevalence of 
waste in current consuming practices.” The 
main objective is to “discover and point the 
way toward wiser consuming practices cal- 
culated to promote human welfare... to 
present principles as a guide to action.” 

Literature on the consumer and related 
subjects consists of many books, articles and 
pamphlets. An important contribution of 
this volume is that it gathers together many 
loose threads of highly specialized discus- 
sions and weaves them into a definite pat- 
tern. As a matter of fact, however, if one 
distinguishes between economic principles 
for the consumer and principles of buyman- 
ship this book deals with both subjects and 
not solely with the former. Parts I and II 
seem to belong under the former subject 
and Part III under the latter. 

Part I, Do Consumers Control Produc- 
tion, is composed of three chapters. It at- 
tempts to lead the student on from “custom- 
ary courses in economics to a study of 
economics from the consumer viewpoint.” 
Part II, Restrictions on Consumer Control, 
systematically discusses the forces back of 
consumer demand. Its eleven chapters cover 
the following subjects: Freedom of Choice, 
Custom-made Wants (two chapters), Choos- 
ing Goods for Display, Fashion-made Wants, 
Imitative Wants, Producer-made Wants, 
Advertising (two chapters), The Profitable 
Practice of Faud, Price Appeal, and Install- 
ment Selling. The thirteen chapters in Part 
III embrace the general subject, Making 
Consumer Control Effective, which the 
author subtitles A Technology of Consump- 
tion. The chapter headings in this section 
are: Consumer Education, Budgeting, Intel- 
ligent Buying, Co-operative Buying (two 
chapters), Principles of Insurance, Insurance 
Practices, Buying Shelter, Buying Invest- 
ments, Producer Aids to Consumers, Stand- 
ards for Consumers, and Governmental Aids 
to Consumers (two chapters). 

The book is written in a vigorous and at 
times caustic style and it may occasionally 


lead the reader astray with its unsupported 
and somewhat -biased statements. For ex- 
ample, in his discussion of consumer educa- 
tion the author points out that “youthful 
consumers should be taught to pay as they 
go. One of the most valuable lessons which 
parents can teach their children is to pay 
cash for whatever they buy, or go without.” 
No attempt is made to justify such a bold 
statement. 

The questions for discussion as well as the 
problems and projects at the end of each 
chapter are ones which have been used by 
Professor Gordon in his course at Denison. 
On the whole, they are well chosen and pro- 
vide an excellent vehicle for emphasizing 
chapter material. Many of them, however, 
are limited to use in small classes. This is 
particularly true of the projects. There is 
no bibliography per se, fragmentary use of 
footnotes and assignments at the close of 
the chapters being relied upon to refer to the 
literature in the field. 

Professor Gordon’s treatment of the ma- 
terial is more descriptive than analytical 
and his references to the tenets of economic 
theory while frequent are brief and incom- 
plete. In other words, it seems to the present 
reviewer that he has pointed the way toward 
what he considers “wiser consuming prac- 
tices” much more adequately than he has 
presented “principles as a guide to action.” 

Although the author believes that this 
book can be used by students who have had 
no previous training in economics (as well as 
by those who have), the reviewer suggests 
that the most fruitful use of the text would 
be in a course following a general one in 
Principles of Economics. 

He.en G. CANOYER 
University of Minnesota 


ConsuMER Goops, by Edward Reich and 
Carlton John Siegler. New York: Ameri- 
can Book Company, 1937, pp. Xil, §25, 
$1.96. 

This textbook, written for the high school 
level of instruction, provides an opportunity 
for young people who are about to become 
independent consumers to study the ma- 
terials in everyday use around them. The 
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authors hope that more intelligent and effi- 
cient use of goods may keep the rate of 
consumption in pace with modern produc- 
tion methods, and at the same time provide 
greater satisfaction to the individual con- 
sumers. It is important (and should be 
furthered by increasing consumption con- 
sciousness) for people to recognize that the 
real purpose of production is the provision 
of goods for consumption—and not merely 
the creation of employment. This basic 
concept of economists is unfortunately not 
always accepted from the “workingman’s 
point of view.”” A consumer course at the 
high school level reaching all kinds of future 
workmen should prove a most useful mecha- 
nism for instilling a sound viewpoint in this 
area. Such a course may also offer useful 
initial training for future employees in dis- 
tributive occupations. 

The discussion is organized around “The 
Material Foundations of our Modern Civili- 
zation.” Individual chapters are devoted to 
textiles, cotton, linen, wool, silk, rayon, 
minor fibres, care of textiles, fur, leather, 
wood, paper, rubber, glass, china, metals, 
gold, silver and platinum, gems, oils, paints 
and varnishes, cosmetics and foods. Each 
product chapter i is prefaced by interesting 
story material concerning the early develop- 
ment and history of the product. The discus- 
sion of each product typically covers such 
matters as raw materials, points of origin 
and methods of handling these, the manu- 
facturing process and the uses and character- 
istics of the finished product, as well as 
simple tests and buying guides. 

Many devices are used to make the sub- 
ject matter real and interesting to the stu- 
dent. Pictures of raw materials in their 
natural setting, of manufacturing processes, 
both old and present, of the product in use, 
and microphotographs of product detail as 
well as process and organization charts are 
freely used. Some illustrative material com- 
prises part of almost every text page. At the 
end of each chapter is given a list of ques- 
tions, a comprehensive glossary, and a list 
of readings. 

In their references to other source material 
the authors have maintained a nice balance 


in calling the attention of the student to the 
constructive promotional materials of busi- 
ness firms as well as to the publications of 
Consumers’ Research, Consumers’ Union 
and similar groups. 

Because the aims of this book are un- 
doubtedly sound, final judgment of it must 
depend upon whether the writers have pre- 
sented useful material in such a manner as to 
stimulate the interest and attention of the 
average high school student. On the whole 
this task has been satisfactorily accom- 
plished, though some of the discussions of 
product uses will fail to carry the average 
student beyond his present range of knowl- 
edge. The first chapter could have been con- 
siderably strengthened by more careful 
writing. For instance, on page 14 the discus- 
sion of the factory system implies that effects 
of the system to date have been largely 
harmful. 

For a consumer course to be of maximum 
use to the student, discussions of products 
contained in this book should undoubtedly 
be supplemented by discussions of the eco- 
nomics of consumption, consumer incomes, 
and the place of the consumer in the market. 


GERALD B. TALLMAN 
Massachusetts Institute 
of Technology 


BEHIND THE LaBeEL, by Margaret Dana. 
Boston: Little, Brown and Company, 
1939, PP- 255, $2.00. 


This book is labeled ““A Guide to Intelli- 
gent Buying.” The 16 chapters of content 
include some good basic information regard- 
ing wool, silk, linen, cotton and rayon. The 
reader is informed, through “Quick Memos 
for Shoppers” at the close of each chapter 
that virgin wool is the only fiber whose in- 


sulation is continuous over long periods of 


time, and is therefore the warmest in use, 
that silk is the strongest textile fiber known, 
linen is next highest in tensile strength, 
cotton is low in tensile strength but in long 
fibers can be spun into high tensile strength, 
and that rayon has a tensile strength one- 
third to one-half that of silk fiber. 


The rest of the memorandum on wool, as 
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quoted, is fairly representative of the kind of 
information given to shoppers through the 
summaries designated “Quick memos”: 
“Virgin wool, because of peculiar elasticity 
and resilience, resists wrinkles and creases 
more than any other fiber. It absorbs more 
moisture than any fiber except silk and feels 
warmer when wet than any other fiber. It 
shrinks instantly in hot water. It is an in- 
sulator against heat as well as cold. Re- 
claimed wool should be identified, for the 
characteristic qualities of virgin wool have 
been reduced in its reclaiming. It is rarely 
used in worsteds. Worsteds are made of sub- 
stantially paralleled (often longer) wool 
fibers. They are hard-finished, durable. 
Woolens are made of shorter wool fibers ar- 
ranged at random. They are soft, warm and 
may be very strong.” 

Each chapter is rich in lightly told anec- 
dotes that aptly bear upon the subject mat- 
ter. The author’s opinions are clearly pre- 
sented but in many instances her intended 
statements of fact seem inconsistent with 
other statements. For example, reference is 
made on page 24 to “wool’s inherent 
warmth,” while on the next page it is stated 
that “inherently no fiber has a greater 
warmth property than any other.”” Without 
a clearer explanation than is given, this 
might seem to be in direct contradiction 
with the statement on page 35 that ‘“‘wool 
fibers... are soft, warm and may be very 
strong,” and with the statement on page 25, 
that “Since, after all, the majority of wool 
fiber is bought for the sake of one or both of 
its two major characteristics, great tensile 
strength and durability after felting, and 
for the unique ability to keep the human 
body warm, it becomes sufficiently impor- 
tant to know what fibers you are actually 
buying when you buy a supposedly ‘all 
wool’ fabric and what kind of wool you are 
buying, for only good virgin wool has all of 
wool fiber’s valuable characteristics to the 
highest degree.” 

The chapter on Advertising is optimis- 
tically headed ‘““The End of Blind Buying.” 
The author offers the suggestion that there 
are three major factors which every con- 
sumer should check against an advertisement 


in order to judge its trustworthiness and 
practical service. “First, which of the two 
important consumer-relationship policies ac- 
tivated it—the desire to provide you with 
useful facts, or the desire to utilize your 
weaknesses? Secondly, how much does it 
actually tell about the product? And last, 
what acceptable proof does it offer that its 
facts are accurate?” Among examples of the 
kind of advertising that is needed by con- 
sumers, the author includes “institutional 
advertising.”” She commends institutional 
advertising of designated companies al- 
though facts about the product itself are not 
especially featured in the advertising she 
commends. 

“Behind the Label” should prove of in- 
terest to many readers despite its weaknesses 
and partly because of them. It dwells less 
on what to buy than on what not to buy 
and reasons why it is difficult to buy intel- 
ligently. The author is frankly campaigning 
for the attention of consumers and the pro- 
motion of popular phases of consumer- 
interest activities. Generally speaking, she is 
courageously combative and openly biased in 
her handling of the general subject. 

Characteristics in zestful presentation are 
fairly illustrated by quoting some of the sub- 
headings used, such as “Familiar Facts and 
Unfamiliar Scandals,” “The Anthropolo- 
gist’s Joke on Consumers” and “Queen 
Elizabeth Guessed Wrong.” There is a 
surprising deficiency by way of references to 
supporting data, and little evidence of seri- 
ous effort to present all sides of important 
subjects introduced. Unless the reader al- 
ready has a good background of information 
on these subjects, he might find it difficult 
to distinguish between facts and the author’s 
personal opinion. On the other hand, the 
book is entertaining and thought-provoking. 
In the opinion of this reviewer, it offers much 
material worthy of careful consideration by 
informed readers who might be inclined to 
question its claims as a guide to intelligent 
buying but also inclined to look with open- 
mindedness at its revelations regarding pos- 
sible consumer points of view. 

Apa Lituian Bus 
Washington, D. C. 
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Ir’s An Art, by Helen Woodward. New 
York: Harcourt, Brace and Company, 


1938, pp. 405 and appendices, $2.75. 


The inside story, the behind the scenes 
picture of advertising, is presented in a 
fascinating manner by Helen Woodward in 
It’s An Art. Since it is written by one who 
herself was successful in advertising, it is a 
penetrating analysis of the way in which the 
public is enthused and also befuddled by 
words. After reading the book you might 
easily look upon advertising as the glamour 
boy of business. 

The author begins her book with a state- 
ment concerning the enormous sums spent 
on advertising, the cost of space in different 
leading publications, and the number of 
possible customers which may be expected 
on the basis of the circulation of these pub- 
lications. The data set forth are well known 
to students of advertising, but will be new 
and interesting information to the general 
reader. 

The text credits the advertiser with raising 
standards in certain directions and with in- 
troducing products which facilitate in “‘mak- 
ing both people and their houses cleaner,” 
and indicates how advertising may do stil’ 
more in the promotion of health, sanitation, 
and happiness. On the other hand, material 
is presented which shows the high pressure 
methods which are used to sell products and 
services and to bias public opinion unfavor- 
ably toward legislation which is aimed at 
products or institutions. 

In taking one behind the scenes the book 
shows in an interesting manner what goes on 
there. It peels the veneer off the words and 
phrases used in copy and enables the reader 
to see how an idea may be built up until it 
carries with it a fascinating appeal which 
almost compels him to purchase a product or 
work for a cause irrespective of its worth. 
Many of the facts presented point out the 
half-truths and the falsification which may 
be discovered if one closely scrutinizes much 
of the advertising copy which is put forth 
to the public. Examples given cite the action 
of the Federal Government in requiring 
certain advertisers to modify their state- 


ments concerning certain products in order 
to eliminate phraseology which is misleading 
to the consumer. 

Anyone who is interested in seeing be- 
neath the glamour of words and phrases 
often used in advertising should read the 
book. It could be read with profit also by 
those who look forward to entering the ad- 
vertising business. 

Cuar_es A. Dickinson 
University of Maine 


SELLING TO THE CONSUMER, by Edward 
Reich. New York: American Book Com- 
pany, 1938, pp. xvi, 509, $1.96. 


This study of retail selling is presented in 
nine sections. Unit I sets forth the consumer 
philosophy to which the author adheres 
throughout. He emphasizes the idea that 
salesmanship and advertising should hinge 
upon the satisfaction of both buyer and 
seller. If courses in selling are taught from 
this angle, the conflict between the buyer and 
seller will largely fade away. The mutual 
interest of buyer and seller is, then, made the 
proper approach for courses in selling. 

A study of the salesperson, the consump- 
tion goods he sells, and the consumer is 
presented in Units II, III, and IV. The 
salesman’s job is analy zed, his personality 
discussed and ways to improve it pointed 
out. A knowledge of consumption goods, 
their characteristics and uses, is made one 
of the foundation stones for successful sel- 
ling; and a knowledge of the consumer’s 
needs, wants and desires is made another 
stone in that foundation. 

Service selling, goods selling, and selling 
techniques suggested by manufacturers and 
retail organizations are dealt with in Units 
V, VI and VII. Greetings, approaches, sub- 
stitutions, sales obstacles, and closing sales 
are discussed. Practical techniques in selling 
such articles as shoes, handbags, gloves, 
toys and woolen goods are also given. 

Unit VIII, called ““The Retail Store as a 
Functioning Economic Unit,” treats store 
organization, location, layout, policies, rec- 
ords, buying, merchandising arithmetic, dis- 
plays, advertising, credit and services. 

The last Unit tells how to get selling jobs, 
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discusses the salesperson as an employee, 
and gives “a composite of questions used to 
determine continuance in a selling position.” 
Practical projects, questions on the text, 
and a few readings are interwoven through 
the book. 

On the whole, this book is ably written 
and well organized. Unit VIII, the material 
of which more properly belongs to a book 
on store management than to a volume on 
selling, might have been left out without 
damaging the volume. Instead, additional 
subject matter on sales obstacles and closing 
sales could have been added to better ad- 
vantage. Also the volume would be more 
useful if more references were given. 

But as it is, this book deserves wide read- 
ing and use. It is especially adapted to high 
school courses in selling, and to courses in 
selling offered by teachers working under the 
George-Deen Act. Moreover, every high 
school student who expects to go into retail- 
ing should read and study this volume. 
Every consumer seeking light on how sales- 
people can assist him in the difficult task of 
buying should become acquainted with this 
book. It shows how effective selling saves 
the time, energy and money of the consumer, 
and how this process can be made more 
pleasant for both the buyer and the seller. 

N. H. Comisx 
University of Oregon 


AMERICAN SuipPING Poticy, by Paul Max- 
well Zeiz. Princeton University Press, 
1938, pp. Vil, 254, $3.00. 

Professor Zeis’ monograph on American 
shipping policy was originally written as a 
doctoral dissertation for the Department of 
Politics of Princeton University and was sub- 
sequently published by the Princeton Uni- 
versity Press. In his effort to discover 
whether or not the United States ever had a 
shipping policy, he deals with one of the 
most persistent issues in American politics. 
In his analysis to determine whether our 
shipping laws have been of benefit to the 

nation, he presents material of paramount 
interest to the American marketing agents, 
students of the development of our foreign 
coastwise trade, and statesmen. 


The treatise under consideration deals 
with a subject of which no former compre- 
hensive study has been made. There are a 
number of books on the American Merchant 
Marine but most of them are sheer propa- 
ganda, biased and controversial. Probably 
the most outstanding volumes in this field 
are: W. J. Abbot, The Story of our Merchant 
Marine, published in 1919; W. L. Marvin, 
The American Merchant Marine, in 1902; 
John R. Spears, The Story of the American 
Merchant Marine, in 1910; and J. R. Soley, 
“The ere Industries of America,’ 
Volume I, of N.S. Shaler, The United States 
of America, published i in 1894. Royal Meeker, 
History of Shipping Subsidies, published in 
1905, is still considered the standard work 
dealing with the economic effect of ship 
subsidies. Finally, there is the Department 
of Commerce study by J. E. Saugstad on 
Shipping and Shipbuilding Subsidies, which 
merely relates the history of the subject 
without comprehensive analysis of motives. 

American shipping policy, if we can call 
it such, like most national policies is a re- 
sultant of a conflict of several industrial and 
economic interests. Its entire history has 
been one of conflict between many powerful 
groups which have frequently changed their 
alignment. The chief pressure groups en- 
gaged in this activity were the shipbuilders 
and shipowners; later, Recto ex- 
porters, officers of the Navy, the seamen’s 
union, and the traveling public began exert- 
ing every effort to secure laws designed to 
benefit themselves. “In no field of lawmak- 
ing,” the author writes, “have pressure 
groups been more active than in that relating 
to the merchant marine.” The desire of these 
interests to promote American commerce 
was definitely subordinated to the desire 
of the groups to harvest profits at the ex- 
pense of that commerce. 

Only brief mention is given to the golden 
period of American shipping when the 
wooden vessels of our young country won 
world renown. The antithesis of interests 
was not so marked at that time and “‘the 
need for what might be called a merchant 
marine policy did not exist.” Still the 
builders of wooden ships had secured laws 
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requiring all ships of American registry to be 
built in this country and coastal trade was 
reserved exclusively for Americans. The in- 
troduction of metal ships ushered in the de- 
cline of our merchant marine and a grave 
controversy between shipbuilder and ship- 
owner. Since metal vessels could not be built 
in this country as cheaply as abroad, the 
American shipowners wanted the old policy 
requiring vessels of American registry to be 
built in this country repealed for a free ship 
policy, or the right to purchase foreign ships. 
Exporters who hoped for low rates also 
favored the latter policy, but the free ship 
policy and certain attempts to secure sub- 
sidies all perished in the tariff storm in the 
latter part of the nineteenth century. 

Despite Republican determination to fight 
for subsidy legislation and a new alignment 
of interests, /aissez faire was still predomi- 
nant up to the time of the World War. 
Gradually the foreign trade fleet sank into 
insignificance and at the outbreak of the 
war the merchant marine operated up to 
nearly go'per cent under the protection af- 
forded coastal trade which was reserved for 
American ships. It is not entirely true, how- 
ever, to say that the marked antagonism 
between interests and the lack of a definite 
government policy alone caused this decline. 
One must remember that the United States 
was very slow in developing iron-steam 
driven ships, that the Civil War had dis- 
astrous effects on our foreign trade fleet and, 
more important, the fact that more profit- 
able investments in internal transportation 
and the exploitation of raw materials in the 
great industrial age which followed the Civil 
War drew capital away from the ocean. The 
lack of government aid only helped complete 
the downfall. 

Approximately two-thirds of the book 
deals with the World War and post-War 
period. This part of the study includes a care- 
ful analysis of the policy and activities of the 
United States Shipping Board and an un- 
biased account of the extravagance and in- 
efficiency of its action, for which emergency 
was the only apology. The $3,000,000,000 
fleet Dr. Zeis considers one of the biggest 
political pork barrels ever created by Con- 


gress. The Shipping Board’s program did not 
demonstrate the failure of government enter- 
prise for the government neither built nor 
operated its ships. The Board’s apathy to- 
ward governmental operation was a direct 
result of its subservience to private shipping 
which appears to have dominated the Board. 

Finally, the author shows the relationship 
between American shipping policy and the 
larger issues of national defense and general 
trade promotion. In this relation Professor 
Zeis asserts: “Yet not one subsidy which has 
been granted from the Civil War to the 
present time has had any significant effect in 
promoting either of these objectives, and in 
most cases the net result of the grants has 
been merely to transfer public funds to 
private hands. In view 
American subsidy legislation, in view of the 
persistent record of private enterprise in 
placing profit before public advantage, in 
view of the demoralized condition of ‘the 
merchant marine at the present time (1938) 
it is fair to suggest that, in attempting to re- 
tain the subsidy principle in any form, Presi- 
dent Roosevelt and his administration have 


continued a policy which has a record of 


seventy years of failure.” 

Although the foreign trade fleet has been 
a subject of issue for more than seventy 
years, Professor Zeis states that at prac- 
tically no time has Congress considered 
whether the United States needs a merchant 
fleet. Since transportation service is an im- 
portant exportable item, it is a question 
whether a creditor nation like the United 
States should undertake to finance carriers. 
Thus under normal times there is no justifi- 
cation for government subsidies as far as the 
general public is concerned. At the same time 
the author feels that it is unfair to measure 
its war time value in national defense until 
a national defense policy is clearly stated. 

American Shipping Policy is a well writ- 
ten, thoroughly documented study of a 
timely issue. Its factual presentation gives 
thorough justification for Professor Zeis’ 
analysis of motives and forces which is the 
true value of his work. 

James W. Livincoop 
University of Chattanooga 
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Commopity YEAR Book 1939. New York: 
Commodity Research Bureau, Inc., 1939, 
pp. 616, $7.50. 

The ancient and honorable designation of 
“Vade Mecum” is not one to be lightly 
applied, but the Commodity Year Book 1939 
is a volume that has rightly earned such a 
title, at least for those marketing specialists 
who follow the ebb and flow of prices in the 
markets of the world. 

This volume is designed to be a compre- 
hensive, up-to-date reference book on com- 
modities, and provides exact and specific in- 
formation on all farm products, metals, 
tropical products, etc. Although there are in 
existence many excellent publications that 
cover one or two commodities, or even 
groups of commodities, there has been a long- 
felt need for an all-inclusive publication to 
embrace all the important commodities 
about which factual information is con- 
stantly sought, not only by commodity 
brokers, but by industrial purchasing agents, 
advertising agencies, market research or- 
ganizations, university research bureaus, and 
the like. The volume was compiled by the 
staff of the Commodity Research Bureau of 
New York, and in addition to its wealth of 
statistical tables, contains a number of fact- 
finding studies on commodities in general. 

The book is divided into a number of sec- 
tions: Grains; Textiles; Tropical Products; 
Industrial Products (non-textile); Fats, Oils 
and Oil Seeds; Livestock, Dairy Products 
and Potatoes; and Metals. Each section is 
divided into an appropriate number of chap- 
ters, each of which treats of a specific com- 
modity under such standard headings as 
“History and Background,” “Review of 
1938,” “‘1938 Chronology,” and “Statistics,” 
which cover production, wholesale prices, 
sales, consumption, and import and export 
figures for the past decade. The volume con- 
tains 125 comparative price charts for the 
various commodities for which studies were 
made; many of these charts go back 100 
years or more, a feature of no little value to 
the economic historian. 

A chapter that should be of some current 
interest to economists is the one devoted to 
“War and Commodities,” in which the effect 


’ 


of wars on commodity prices in this country 
is painstakingly traced on a master chart 
from 1720 to the present day, through the 
periods of the War for Independence, the 
War of 1812, the Civil War and the World 
War, respectively. Other noteworthy chap- 
ters concern themselves with “Per Capita 
Consumption and Population Trends,” “In- 
ternational Control of Commodities,” 
“Weather and its Effects on Supply and 
Demand,” etc. 

An entire section is devoted to the subject 
of commodity futures trading, and the 
various rules, regulations and trade customs 
of the various commodity exchanges are 
fully and completely treated. A glossary of 
commodity terms and a table of weights and 
measures and conversion factors are also in- 
cluded. A very complete cross-index gives 
the book added value as a handbook of infor- 
mation. It is planned to issue the second 
annual edition early in 1940. 

Davip S. MoseEsson 
College of the City of New York 


THE SALMON CanninoG INbustrRy, by Daniel 
B. DeLoach. Corvallis, Oregon: Oregon 
State College, 1939, pp. 118, $0.50. 


This monograph, a revision of Professor 
DeLoach’s dissertation, is a material addi- 
tion to the sparse stock of economic surveys 
of our fisheries. Important historical back- 
ground is supplied in the first chapter and 
historical notes are scattered throughout the 
main text. The biological aspects of the 
subject are discussed in order to explain the 
bases of standardization, methods of grad- 
ing, and problems of supply. 

In the chapter on the enforcement of 
standards, Dr. DeLoach gives a detailed 
treatment of the effect of the pure food laws 
and legal decisions on the quality of the 
canned product. This is followed by a dis- 
cussion concerning the factors affecting 
supply. The author describes the shift to 
new fishing grounds necessitated by exces- 
sive working of the old grounds. In explain- 
ing the production process, the author de- 
lineates the types of business organizations 
operating salmon canneries, their invest- 
ment, and their methods of financing. A 
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short section is devoted to labor conditions 
in the salmon canning industry. 

The last four chapters are concerned with 
the marketing aspects of the industry. The 
broad geographical locations of both the 
domestic and foreign markets are given. 
The author is forced to analyze demand 
factors and pricing policies in the light of the 
few general factors at hand, since little has 
been done by the industry in the way of 
sales promotion. The middlemen engaged in 
marketing the product, their functions, and 
their practices are described in Chapter IX. 
It is here that the author shows the trend 
toward integration and combination. The 
remaining two chapters are concerned with 
sales promotion and pricing respectively. 

The monograph is well annotated. Sea- 
food market researchers will find some valu- 
able leads to source material in the footnotes. 
Because of the absence of satisfactory infor- 
mation concerning the domestic market, the 
author is unable to present facts concerning 
consumer buying habits, the extent of the 
demand in specific localities, the specific 
influence of certain factors on the demand 
schedule, and such statistical data which 
would aid one in the industry to plan his 
campaign. He has been thorough, however, 
and presents all available statistical data. 

In the reviewer’s opinion, the failure to 
include at least a selected bibliography 
renders the study cumbersome for the in- 
vestigator who is compiling a list of refer- 
ences in this field of marketing. Although the 
author has made use of tables and graphs 
throughout his report, he would have clari- 
fied the section describing the types of busi- 
ness organizations had he shown the rela- 
tionship between overhead organizations 
and canneries by means of some form of 
graphic presentation. His section on market- 
ing would have been much more vivid had 
he included flow charts. 

GeorceE H. SEFEROVICH 
Loyola University 


Hire Purcuase, by Aylmer Vallance. New 
York: Thomas Nelson & Sons, 1939, pp. 
xi, 171, $0.60. 


This small volume is one of a series of 


discussion books designed for reading groups 
or adult education classes interested in eco- 
nomic questions. 

The author traces the development of 
installment selling in England and presents 
arguments both for and against it, which are 
thoroughly familiar to those interested in 
this type of credit sales. His conclusions are 
that from the consumer’s point of view hire 
purchase has not proved to be either an 
encouragement to thrift or a stimulant to 
earning capacity, and that the system as 
operated in the British Isles prior to the 
Hire Purchase Act of 1938 was a social crime. 

To support these conclusions a large por- 
tion of the book is devoted to the abuses of 
the installment credit system as reflected 
in many actual cases. It is thoroughly ap- 
parent that injustices were practiced on 
consumer purchasers, that sellers ruthlessly 
exploited the customers, and that the un- 
fortunate who signed a hire purchase con- 
tract was entirely without protection of the 
courts. 

The struggle between the hire purchase 
interests and those opposed to “misery by 
installments” before the Act was adopted 
by Parliament is interestingly described. 
The full text of the Act is given along with 
a number of hints for those about to enter 
hire purchase contracts. The strength and 
weaknesses of this legislation are pointed 
out and the book closes on a negative note, 
namely, that in the opinion of the author, 
hire purchase for the average individual is 
more of a curse than a blessing. 

Tuomas V. Morton 
Rutgers University 


A Manuva. or ADVERTISING TYPOGRAPHY, 
by Thomas B. Stanley. New York: 
Prentice-Hall, 1935, pp. 28, $2.00. 


This work is a combination reference book, 
note book, and selective bibliography. It 
covers the development, classification, and 
methods of recognizing type faces and also 
the application of type to the preparation 
of advertising layouts. Although this manual 
is not intended to be used without supple- 
mentary materials, the 18 part or full pages 
of type specimens contained in it are ade- 
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quate as a guide for judging and selecting 
type for advertising copy. 

According to the author, “‘Advertising 
typography is not a body of information; 
it is a field for study.” Inasmuch as the 
ultimate test of productive advertising de- 
pends upon the reaction of the reader, the 
one who applies typographical principles 
must exercise independent judgment in the 
selection of the best type faces. On the page 
devoted to legibility of type, the role typog- 
raphy plays is especially stressed. Even a 
layout should do more than attract attention 
through artistic qualities, and therefore a 
type face should be used which will not 
divert the reader from the message to be 
conveyed. 

Although the manual is condensed into a 
brief outline, it is of particular value as a 
work book in the class room and laboratory, 
or it may serve equally well as a source book 
for anyone interested in the preparation of 
advertising layout. 

E. G. Rasmussen 
Vanderbilt University 


ADVERTISING CAREERS FOR WoMEN, edited 
by Blanche Clair and Dorothy Dignam. 
New York: Harper and Brothers, 1939, 
pp. xxi, 268, $2.50. 


Since 1867 when Matilda C. Weil entered 
the advertising business in New York, a 
business in which she remained active al- 
most to the time of her death in 1903, more 
and more women have entered advertising. 
In the gay nineties a score of women were 
filling advertising positions; in 1911 about 
two hundred women throughout the country 
were engaged in advertising. Today, accord- 
ing to Mrs, Christine Frederick, “there must 
be two thousand.” 

In the future it is to be expected that an 
increasingly large number of women will 
assume important posts in advertising and 
selling, This is inevitable, as pointed out by 
Mary Northrop, Fashion Coordinator for Dis- 
plays, Strawbridge and Clothier, Philadel- 
phia, because “‘a woman is better equipped 
by instinct, background, and common in- 
terests to understand what will appeal to 
other women.” 


Up to the present time there has been a 
dearth of material on the place of women in 
advertising. There has been little informa- 
tion about the branches of advertising in 
which women have been, and are likely to be, 
most successful. With the object of providing 
information about what women can do in 
advertising, the Philadelphia Club of Ad- 
vertising Women gave in the Fall of 1938 an 
advanced training course called “‘Advertising 
Beckons Women.” On these twenty-two 
lectures Advertising Careers for Women is 
based. In this book twenty-two prominent 
women review fifteen of the leading fields 
of advertising and sales promotion in which 
women are conspicuously successful. Each 
writer, in addition to giving a general view 
of her own particular job, surveys the oppor- 
tunities in advertising in her branch of 
business. Each writer suggests means of 
getting into, and of getting ahead in, her 
branch of advertising work. 

For this reason, the volume should be 
avidly read by several groups: by those who 
aspire to careers in advertising; by those, 
already in the business, who seek advance- 
ment; and by those, such as vocational 
counselors and deans, who advise other 
women in choosing careers. Even experi- 
enced, successful business women will find 
that the book gives them many new slants 
on their own jobs or offers hints about other 
fields that they may adapt to their own use. 
Certainly there is much to be learned from a 
book that deals with advertising work in 
many different types of organizations, such 
as advertising agencies, broadcasting stu- 
dios, department stores, and specialty shops; 
and in many different lines of merchandise, 
such as cosmetics, foods, home equipment, 
insurance, and publications. 

Perhaps the most serious shortcoming of 
the book is the necessarily brief treatment 
of each subject. Depending upon their own 
special interests, readers will wish that fuller 
discussions of certain topics were possible, 
Such expansions are out of the question, 
however, for each chapter is intended only 
to survey one particular field. 

Cuares M. Epwarps, Jr. 
New York University 
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PropucTION AND Direction oF Rapio Pro- 
Grams, by John S. Carlile. New York: 
Prentice-Hall, 1939, pp. xx, 397, $3.75. 
Radio program production today is as 

specialized a profession as is production in 

the theater or motion pictures. The programs 
to which one tunes with the barest flick of 
the dial result from the cooperation of many 
highly skilled specialists—writers, musicians, 
actors, announcers, directors, sound effects 
experts, engineers and production men—a 
number of whom tend to further concentrate 
upon particular phases of their chosen part 
of the radio field. Mr. Carlile’s book deals 
mainly with the production man, the special- 
ist responsible for bringing the planned and 
written program to life in the studio and 
putting it on the air. It therefore is concerned 

principally with problems of acoustics, mi- 

crophone placement, timing, the rules and 

conventions of announcing, and similar con- 
siderations. 

Within this limited but highly important 
field, Mr. Carlile’s book should be a most 
valuable reference source for students of the 
radio art. Questions of acoustics and micro- 
phone placement are well handled and are 
effectively illustrated with diagrams of 
studio set-ups for leading radio programs. 
The appendices dealing with sound effects, 
kinds of microphones and studio construc- 
tion are especially helpful. 

Program direction is one of the most 
evanescent and intangible phases of radio, 
much of which is concentrated in the word 
“showmanship.” It is concerned with ques- 
tions such as pacing and routining the show 
and wielding it into a unit with a distinct 
personality. It is extremely difficult to cap- 
ture in words, and Mr. Carlile has been less 
successful with regard to this phase of his 
book. There is not the same development of 
detail which characterizes the discussion of 
the various aspects of production proper, 
and there is some question as to whether 
enough space has been devoted to the 
broader questions of program direction. The 
book also suffers by lack of clarity in organi- 
zation of the introductory background chap- 
ters. Station organization and operation are 
treated too briefly and the relationship of 


the production manager and his staff to the 
rest of the station organization is not as 


thoroughly developed as it should be. 


Herman S. HETTINGER 
University of Pennsylvania 


B.—ABSTRACTS OF ARTICLES FROM THE 
SCIENTIFIC JOURNALS AND NoTEs ON 
PAMPHLET MATERIALS 


By Reavis Cox, University of Pennsylvania 


THe FEDERAL TRADE Commission ACT As 
AMENDED IN 1938, by Martin L. Lindahl. 
From the Journal of Political Economy, 
August, 1939, pp. 497-525. 

Under the amendments of 1938, the Fed- 
eral Trade Commission has assumed new 
responsibilities and additional authority. 
These amendments fix upon the Commission 
responsibility for protecting consumers in 
matters important enough to warrant gov- 
ernmental action, and it is likely that a 
larger proportion of the Commission’s re- 
sources than in the past will be devoted to 
the elimination of misrepresentation. It 
would be unfortunate, however, if preoc- 
cupation with misrepresentation were to 
weaken the Commission’s more important 
task of attacking practices designed to 
eliminate competition. 

The procedural changes effected by the 
amendments should be highly beneficial in 
expediting proceedings and making controls 
more effective. Many of the problems which 
beset the Commission, notably in the 
existent limitations upon its investigatory 
powers, were not touched by the amend- 
ments. 


Tue Limitations or SratisticAL DEMAND 
Curves, by George Stigler. From the 
Fournal of the American Statistical Asso- 
ciation, September, 1939, pp. 469-481. 


Statistical demand curves are still remote 
from the demand curves of the economic 
theorist. In the writer’s opinion, the gap 
between the two types of demand curves 
will never be completely bridged, and any 
rapprochement is likely to be slow. This 1s 
due in part to the extreme complexity of the 
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analytical concepts and their empirical im- 
plications; it is also due to the fact that, to 
judge from past history, the economist will 
turn up new difficulties as rapidly as the 
statistician disposes of them. 

This is not intended as a depreciation of 
the achievements so far wrung from the 
obstinate “‘facts.”” These achievements are 
definitely enlightening but they should not 
be taken as even remotely conclusive. On 
the other hand, the inconclusiveness of the 
present statistical demand curves should not 
be taken as an excuse for lapsing back into 
the use of “common sense” and “‘intuition.” 
These are powerful tools, but unless they 
are tempered by a scientific methodology, 
their fruits will be few and lacking in nutri- 
tion. 


Tue Use oF THE ANALYSIS OF VARIANCE IN 
ENUMERATION BY SAMPLING, by W. G. 
Cochran. From the Fournal of the Ameri- 
can Statistical Association, September, 
1939, PPp- 492-510. 


The results of a properly planned sampling 
investigation, in addition to providing an 
estimate of the accuracy of the sample, 
often provide estimates of the accuracy of 
the various alternative methods of sampling 
which might have been used. These esti- 
mates are helpful in increasing the efficiency 
of sampling in future studies of similar 
material. (Mr. Cochran illustrates the use 
of the analysis of variance of sampling re- 
sults for the purposes discussed.) 


Pricinc Po.icies In THE AUTOMOBILE INn- 
DUSTRY: INCIDENCE OF DeEManpD, by 
Homer B. Vanderblue. From the Harvard 
Business Review, Autumn, 1939, pp. 64-81. 


Continuing the discussion he started in the 
preceding issue of the Harvard Business 
Review, Dean Vanderblue turns to a con- 
sideration of the demand aspects of his 
problem. Here he is concerned with the 
common statement that automobile prices 
are “rigid” rather than “flexible” and that 
this is in some sense undesirable. 

Over the long run, he says, real prices 
have not been rigid despite the fact that 
nominal prices have changed relatively little, 


since the trend of quality at any given money 
price has been upward. In the short run, 
prices are not flexible, however, except as 
flexibility is introduced by variations in the 
used-car allowance, since prices are set in 
advance of production and cannot be varied 
greatly over the period of a model year 
withour endangering the financial stability 
of the well-organized system of distribution. 

Setting prices for automobiles is not a 
matter of cost accounting alone. An auto- 
mobile manufacturer has many items of cost 
which he cannot control, and he cannot 
control demand. In evaluating demand at- 
tention must be paid not so much to elasticity 
as to intensity of demand, which is governed 
by willingness to buy at any practical price 
and is a function of the state of prosperity 
in the economy. 


RuNNING COMMENTS ON OTHER 
ARTICLES 


The November, 1939, issue of The Annals 
of the American Academy of Political and 
Social Science carries the over-all title “Gov- 
ernment Expansion in the Economic Sphere: 
A Review of the Increasing Economic Func- 
tions of Government.” Marketing men will 
find a good deal of useful material scattered 
through the various articles, especially in the 
articles ‘Protection of the Consumer,” by 
Leland J. Gordon, and “Government Con- 
trol of Prices,” by Richard B. Heflebower. 

Part 2 of the July, 1939, issue of The 
Fournal of Business of the University of 
Chicago, is an 80-page summary and analysis 
of chain-store taxes written by Maurice W. 
Lee under the title “Anti-Chain-Store Tax 
Legislation.” It traces the development of 
these taxes in the legislatures and courts and 
considers their incidence and their regulatory 
effect. Mr. Lee closes with the recommenda- 
tion that “all chain-store-taxing statutes of 
whatever type be repealed at the earliest 
possible moment.” His conclusion is based 
upon the belief with which he emerges from 
his study that the undesirable activities of 
corporate chains can be controlled more 
effectively through other measures and that 
this method of dealing with them produces 
more ill effects than good. 
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Continuing the series of articles in which 
they are studying the Chicago market for 
fresh fruits and vegetables, E. A. Duddy 
and D. A. Revzan describe “Transportation 
and Marketing Facilities for Fresh Fruits 
and Vegetables” in The Fourna! of Business 
of the University of Chicago, July, 1939, pp. 
280-297. The article is to be continued in a 
later issue. 

An interesting discussion of the efforts 
being made to change turkey from a holiday 
meat to a year-round staple, is offered by 
Frank G. Chambers, writing under the title, 
“Expanding the Turkey Season” in the 
Harvard Business Review, Autumn, 1939, 


pp. 107-115. 


Notes oN PAMPHLET MATERIALS 


THE STATISTICAL PATTERN OF INSTALMENT 
Dest, by R. A. Young and Blanche 
Bernstein. New York: National Bureau of 
Economic Research, October 15, 1939. 


Using data taken from the schedules of 
family expenditures obtained in the Survey 
of Consumer Purchases, the authors of this 
bulletin compile some statistics which will 
be of great interest to marketing men. 
These statistics present a new and informa- 
tive picture of the use of instalment credit 
in the United States. Among other things 
they conclude that at least one-fourth of the 
non-relief families of the country made use 
of instalment credit in 1935-1936, that 
automobiles outranked other commodities 
as regards dollar volume of instalment 
borrowing, and that furniture was the item 
most frequently bought on instalments. The 
figures show a notable variation among 
families at different income levels and among 
families in metropolitan, urban, town, village 
and rural communities in the extent to which 
instalment credit is used and the purposes 
for which it is used. 


OpeRATING Resutts or ConsuMER Co- 
OPERATIVES IN THE UNITED STATES IN 
1937, by Carl N. Schmalz. Boston: Har- 
vard University Bureau of Business Re- 
search, March, 1939. $1.00 


This bulletin analyzes the operating ex- 


penses, gross margins, net profits and net 
gains in 1937 of 42 co-operative retail food 
stores, 47 co-operative retail general stores, 
and 160 co-operative organizations handling 
supplies which are utilized in farm operation, 
including petroleum products in most in- 
stances. These last, strictly speaking, are 
not consumer co-operatives. The statistical 
procedures and definitions of terms are 
about the same as those used in the Harvard 
reports on chain, department and specialty 
stores. A rough comparison is made be- 
tween the results achieved by the co-opera- 
tives and those achieved by privately-owned 
stores as revealed in a number of other stud- 
ies. 


LABELING THE ConsuMER Movement, by 
Werner K. Gabler. Washington: American 
Retail Federation, 1939. 


This is the most comprehensive descrip- 
tion thus far published of the consumer 
movement. It defines the term “consumer 
movement,” studies the economic forces 
lying behind the movement, classifies and 
describes the types of private and govern- 
mental organization active in the movement, 
lists the more important individual organi- 
zations, shows what retailers are doing to 
meet the “threat” of the movement, and 
offers some suggestions as to what their 
policies should be. A detailed description 
and analysis of all the important individual 
consumer organizations discussed in the 
report is available in mimeographed form 
and may be obtained from the office of the 
Federation. 


Tue Super Market Grows Up, by M. M. 
Zimmerman. New York: Super Market 
Publishing Company, 1939. $1.00. 


Mr. Zimmerman, who is widely known 
for his earlier studies of chain stores and 
super markets, here assembles in pamphlet 
form several articles originally published in 
Printer’s Ink and Super Market Merchandis- 
ing. They provide a medley of fact and opin- 
ion which will be indispensable to students 
of the spectacular retail enterprises about 
which so much has been written in recent 
years. Topics covered include the number 
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and location of super markets, their size, 
their use of advertising, trends in their 
merchandising policies, the extent to which 
chain systems have invaded the field, and 
some guesses as to what lies ahead. 


EXECUTIVE COMPENSATION PRACTICES OF 
Retail, ComPANIES: 1928-1937, by John 
Calhoun Baker. Boston: Harvard Univer- 
sity Bureau of Business Research, July, 
1939- 

Mr. Baker makes in this report a detailed 
analysis of the plans of payment used for 
executives by 38 large retail companies, 15 
of which operate department or specialty 
stores and 23 chain stores. The data studied 
were drawn from materials collected by the 
Federal Trade Commission and the Securi- 
ties and Exchange Commission. In addition 
to describing the plans used, the author 
passes judgment upon them and makes some 
suggestions concerning the characteristics of 
desirable methods of compensation. 


PROBLEMS UNDER INFORMATIVE LABELING; 
ImproveED MetTuHops 1N PACKING AND 
SHIPPING; RECENT DEVELOPMENTS IN 
PacKAGING Procress. New York: Ameri- 
can Management Association, 1939. $0.50 
and $0.75. 


These three pamphlets present twelve of 
the talks made at the packaging conference 
held by the American Management Associa- 
tion in New York during March, 1939. As 
the titles indicate, the speeches cover a 
fairly wide range of subject matter and will 
be of interest to a varied audience, including 
advertising men, retailers, spokesmen for 
consumers and those active in the physical 
processes of packing and shipping. 


ELEVENTH Boston CONFERENCE ON Dis- 
TRIBUTION. Boston: Retail Trade Board 
of the Boston Chamber of Commerce. 


This volume, like its predecessors in the 
series, presents an assortment of materials 
which are extremely useful to students of 
marketing. As always, the individual papers 
extend over many subjects; but most of them 
fall into one or the other of three groups 
carrying the general titles, “Some Practical 


Applications of Science and Invention to 
Distribution,” “‘Distribution Costs and Gen- 
eral Marketing Problems,” and “The Regu- 
lation of Business Practices.” 


REPORT OF THE COMMITTEE ON TAXATION 
on... PATMAN Cuain Store Tax BILL. 
New York: Young Men’s Board of Trade, 
1939. 

While professional students of marketing 
will find in this report little which is new to 
them, teachers will find it useful for students 
as a condensed summary of arguments for 
and against the social utility of chain stores. 
The bulletin also includes the text of the 
Patman bill. 


New Facts asout Retait Distrisution. 
Philadelphia: The Curtis Publishing Com- 
pany, 1938. 

Through a special compilation made for 
it by the Bureau of the Census, the Curtis 
Publishing Company has obtained figures 
showing the number, size and sales volume 
of grocery stores and combination grocery- 
and-meat stores in towns of various sizes 
in 1935. The figures are here presented in 
chart and tabular form. Their effect is to 
emphasize the importance of small-town 
stores in the distribution of groceries. 


A Survey by Radio Station WOR: 


The effects of radio and other types of 
advertising upon all parties actively engaged 
in the distribution of grocery store products 
in the metropolitan New York Area are 
indicated in a series of surveys conducted 
for WOR by the Grocery Laboratory. Inde- 
pendent grocers and large supermarkets in 
Greater New York together with New York 
City food brokers, jobbers, and manufac- 
turers’ agents were interviewed. The ques- 
tionnaire for all parties differentiated be- 
tween media preference for well-established 
products and for new products. Grocers and 
supermarkets were asked whether advertis- 
ing had ever influenced customer demand 
enough to cause dealers to stock specific 
brands or products and the type of advertis- 
ing involved. They were further questioned 
regarding the advertising mentioned most 
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by their customers. During the interview, a 
special investigation was made to determine 
the number of stores equipped with radios 
and the operation of these sets. Summary 
research findings together with details of the 
sample and a copy of the questionnaire are 
contained in WOR’s publication Hand To 
Mouth. A copy will be sent without charge 
by addressing Research Division, WOR, 
1440 Broadway, New York. 


C. Dicest or Some LEADING ARTICLES 
ON MARKETING FROM TRADE 
JouRNALS 


By Ropert Barte ts, University of Wash- 
ington 

Stop Gettinc It WHOLESALE! From Busi- 
ness Week, August 19, 1939. 


“Stop getting it wholesale” is a demand 
made by retail associations which is being 
carried out in a fight against privilege buy- 
ing. 

Discount buying is not a new thing, but 
at present two conditions make the subject 
interesting: (1) the growing belief of retailers 
that “privilege buying” is increasing at a 
rate that actually menaces our present sys- 
tem of distribution, and (2) the probability 
that various retailer organizations will soon 
unite to fight it. 

No one knows the real extent of privilege 
buying by consumers. The Harvard Business 
Review published a study made in the Boston 
area. This indicated that the percentage of 
purchases-at-a-discount on various lines may 
run as high as the following: refrigerators, 
20.9; washing machines, 18.3; radios, 20.1; 
electric toasters, 27.5; builders’ supplies, 
28.7; electric roasters, 71.4. However, on the 
other hand, the study showed that auto- 
mobiles are purchased at a discount only 
1.8 per cent of the time, coal and fuel only 
2.9 per cent, and services only .§ per cent. 

Thus, it is seen that certain kinds of 
merchandise are especially susceptible to 
discount buying. The reason for this is that 
many articles carry a markup large enough 
to make it worthwhile for the buyer to look 
around for a deal. 

On the basis of studies made, it is con- 


cluded that big stores are being used for 
comparison shopping, with actual purchases 
often being made at cut prices through some 
outlying vendor who doesn’t perform all the 
retail functions. The total loss to American 
retailers through trade diversion is estimated 
to amount to a billion and a half dollars 
a year. 

The National Retail Furniture Associa- 
tion has made some headway on a program 
to prevent this diversion. The first phase of 
the program is to inform the public that 
often when they buy at wholesale they get 
merchandise that could be bought cheaper 
at retail. The second thing being done is to 
institute action against “phony” wholesalers 
who are violating unfair practice statutes. 
The third and most important part is the 
work that is being done with the executive 
heads of big corporations. The N.R.F.A. is 
asking executives not to permit their pur- 
chasing departments to be used for indi- 
vidual employee buying. As a result of this 
activity, 1,500,000 employees are today 
potential retail customers who last year were 
potentially the customers of secretive and 
semi-secretive channels of distribution. 


LookInG AHEAD WITH MARKETING. From 
Printers’ Ink Monthly, October, 1939. 


Radio is now facing the possibility of 
censorship, but this has been accepted 
calmly, for ever since the establishment of 
the Federal Communications Commission, 
radio has seen the possibility of censorship 
looming on the horizon. 

The industry itself, through the National 
Association of Broadcasters has been forced 
to set up its own censorship. These rules are 
more or less the result of compulsion, al- 
though they are voluntary. The radio indus- 
try should be given a great deal of credit 
for acting before it was too late. 

It is especially important that industry 
be cautious now, for war days are days of 
quick decisions in which major issues pre- 
dominate. There is a possibility that war 
will give certain individuals an opportunity 
to put into effect certain ideas and recom- 
mendations which they may have been 
advocating for years. Thus, if the United 
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States should become involved in a war, 
these individuals may find little difficulty 
in putting some of their recommendations 
into law. 

There is a possibility of censorship of 
advertising next to the censorship of the 
press, and this censorship may be far more 
harsh and less reasonable than that which 
would be put into effect during peace times. 
Therefore, it is to their advantage that 
advertisers watch their actions and policies 
closely if they wish to enjoy freedom. 

One of the first things that advertising 
should do is to guard against violation of 
ethics, for the more conscious advertisers 
are of their obligation to consumers, the 
less likely are the anti-advertising forces in 
Washington to be able to achieve their 
radical goals. Advertisers also should con- 
sider methods of meeting unfair and un- 
warranted attacks on their freedom of ex- 
pression. Advertising would be called upon 
to do a tremendous job if the United States 
should get involved in a war. Finally, ad- 
vertisers should remain keenly conscious 
that any form of censorship, no matter how 
delicately exercised, is an indication of what 
may happen in larger and stricter forms. 


Tue Cuains Apjust THEMSELVES TO STATE 
Taxation, by Reinhold P. Wolff. From 
Dun’s Review, October, 1939. 


The chain store tax laws have caused the 
following changes in the chain store organi- 
zation forms. 

First, the tendency in chain store food 
retailing has been the concentration of its 
effort on large scale enterprises such as super 
markets. Also, self-service stores are 
being opened, and the expansion of food 
chain stores in small cities has been cur- 
tailed. Some of the food chains have or- 
ganized a large number of smaller stores 
under independent management. These are 
called “‘associated” stores, and they are 
supplied from the chains’ warehouses in 
much the same way as members of a volun- 
tary group. For example, the Safeway has 
organized its California outlets in this man- 
ner. 


A second consequence of chain taxation, 


although less traceable, is departmentaliza- 
tion. For example, cigar chains have been 
transformed into large store systems with a 
wide assortment of novelties, books, no- 
tions, and other merchandise. Apparel chains 
have shown the tendency to develop into 
general stores. 

Third, the trend toward establishing 
branch stores of department stores in sub- 
urbs and residential sections has been slowed 
up. 

Fourth, perhaps the strongest effect of 
chain store taxes is felt by those pro- 
ducers who operate their own store systems. 
The gasoline refineries were one of the first 
to be confronted with this issue. 

The net result has been that neither chain 
taxes nor the tax scare which the taxes 
produced has so far hindered to any great 
extent the progress of the largest chain 
store systems. 


How To Spot Quack REsEarcu, by Roy O. 
Eastman. From Advertising & Selling, 
November, 1939. 


In the past twenty years the “research 
idea” has grown with momentum. A transi- 
tion has occurred from regarding advertising 
as clothed in a glamorous, magical atmos- 
phere to regarding it on the basis of charts, 
statistics, tables and percentages. Now all 
the publishing houses, advertising agencies, 
etc., have their research departments. Today 
the problem before the marketing man is the 
discrimination between good and bad re- 
search, and this is especially important as 
research is passing through a period of 
exploitation. 

It is recommended not to accept finally 
any conclusion, formula, or method purport- 
ing to be “founded on research,” unless there 
be shown the evidence upon which the con- 
clusion or the research is based. Reports 
should tell how the research was done. One 
may also be suspicious of the results of re- 
search which conflict with experience or 
common sense, and distrustful of the con- 
clusion which is reached by some “abstruse, 
complicated weighing method” when there 
is no other check as to its accuracy. Another 
criterion, and a very important one, is the 











332 


THE FOURNAL OF MARKETING 





quality of the man making the research. 
Be sceptical at every point. 


Do We Want BritisH INSTALLMENT Law? 
by Albert Haring. From Advertising & 
Selling, October, 1939. 


The new English Hire-Purchase Act is 
being carefully examined with the thought 
of modifying it to meet American conditions. 
This act is definitely social legislation be- 
cause it gives special protection to small 
buyers only. The essential provisions of the 
act are: 

1. The seller must give the buyer separate 
cash and time prices for merchandise in 
writing, both before the goods are sold and 
in the installment contract. Some American 
firms already do this but others do not; so 
this law would make it uniform throughout. 

2. The written contract must contain a 
clear statement of all pertinent financial 
details and be signed by both conditional 
buyer and seller. 

3. Every contract assumes certain “im- 
plied warranties,” such as the goods being 
of merchantable quality and fit for use. A 
buyer can pass clear title to the goods when 
the contract terms are met. 

4. All requests for repossessions must be 
in writing, and when one-third of the time 
price has been paid, repossession by court 
order is the sole remedy of the seller. While 
this eliminates abuse of repossession, it also 
increases the opportunity for a buyer to 
obstruct legitimate repossession. 

5. In the case of multiple or add-on con- 
tracts, the buyer shall have the right to 
allocate his payments as he desires between 
the two or more contracts. American practice 
is to lump multiple or add-on contracts to- 
gether. 

6. The buyer may at any time terminate 
the installment agreement by written notice 
to the seller. 

7. When one-third of the time or install- 
ment price has been paid, the seller can 
repossess upon a court order of the county 
court of the county in which the buyer 
resides. In such cases, the county court has 
wide discretion. 

8. The general penalty for contracts vio- 


lating the new statute is to make them un- 
forceable. In addition, a notice in regular 
sized type must call the buyer’s attention to 
his privileges. 

Limited repossession is to be the vital 
security of the contract under this law. 
High down payments are thus necessary, 
short time contracts are essential and only 
the most durable consumer goods can be 
repossessed without material loss. 

From the standpoint of the consumer, the 
statute gives a new protection. 


DEVELOPING PuRCHASING POLICIES TO 
Meet New Buyinc Conpitions, by 
Donald G. Clark. From The Washington 
Purchasing Agent and Manufacturer, June, 
1939. 

During the last few years several new 
general factors have arisen which the pur- 
chasing agent today must heed. The first 
is the general condition of unemployment 
which seems to be a permanent feature of 
our system. The second is the effect of the 
unemployment condition which has taken 
the form of governmental regulation. Third, 
we have, partly as a result of the two new 
factors, a new conception on the part of 
industry as a whole which has caused new 
types of thinking upon the purchasing 
agent’s part. All of these factors have played 
an important role to cause the purchasing 
agent today to change his buying policies 
and to do an increased amount of thinking. 

The following current changes in general 
purchasing policies have been made as a 
result. First, there is a definite trend toward 
conservative buying. The reasons for this 
seem to be the apparent great uncertainty 
as to general business conditions, and the 
lessening of the rewards of speculative buy- 
ng. Second, there is the presence of an 
increased sales impulse in_ purchasing; 
that is, a tendency seems to be for the 
purchasing agent to treat visiting sales- 
men in a more welcome manner in 
order to create good will for the purchasing 
department. Third, a change in purchasing 
policy arises from the need of considering 
many legal angles which previously did not 
exist. For example, it is sometimes necessary 
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to turn down the lowest price because to 
accept it may be illegal. Fourth, there is the 
tendency to weigh more seriously the cash 
element beyond the actual price of the ma- 
terial bought. The reasons for this seem to 
be the tax burden on inventories and the 


plications of the purchase beyond the im- 
mediate transaction. This change may be 
classed among the changes which are less 
tangible than those previously mentioned. 
Today, business needs cooperation so that 
price advantages must be considered in 


increasing importance of fashion. Fifth, 
there is the disposition to consider the im- 


relation to the security and the welfare of the 
company. 
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The Philadelphia meeting of the American 
Marketing Association on December 27-29 
at the Bellevue-Stratford Hotel in Philadel- 
phia had an excellent attendance. At a busi- 
ness meeting on Wednesday afternoon, the 
official reports showed a healthy growth 
upon the part of the association. Member- 
ship of 695 on January 1, 1939, grew to 773, 
a gain of 78 members. During the year, 151 
new members were admitted and 73 mem- 
bers were removed from the active list. The 
membership is given for December 31, 1939, 
and is completely paid up. 

The report of the treasurer showed that 
the combined balance sheet of the American 
Marketing Association and the JOURNAL OF 
MARKETING was favorable. During the year, 
the capital of the association increased from 
$1,432.38 on January Ist to $2,408.18 on De- 
cember 15th (all bills paid) or $975.80. The 
JOURNAL OF MARKETING reported 200 non- 
member paid subscribers and 25 pages of ad- 
vertising in 1939. The editorial matter for 
the year was 438 pages contrasted to 377 
pages in 1938. The outside income of the 
JOURNAL from subscribers, advertising, and 
the sale of individual copies accounted for 
over half (53.5%) of the cost of operation. 

The operation of the association and jour- 
NAL OF MARKETING were so successful finan- 
cially that the Board of Directors authorized 
the Editorial Board of the jouRNAL to prepare 
proceedings of the December meeting in ad- 
dition to the regular four 1940 issues. The 
Board of Directors also authorized the jour- 
NAL to offer fifty reprints of major articles in 
regular issues of the JouRNAL to authors at a 
flat price of $2.00, regardless of the length of 
the article. 

The Tellers Committee composed of Vergil 
D. Reed and David R. Craig reported that 
414 legal ballots had been cast out of a total 
of 427 ballots received. Tabulation showed 
the following elections for 1940: President— 
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Donald R. G. Cowan, Swift and Company; 
Vice-Presidents—Lyndon O. Brown, North- 
western University and Victor H. Pelz of 
General Foods Sales Company; Directors— 
Dudley M. Phelps of the University of 
Michigan, Robert F. Elder of Lever Brothers 
Company, and Arthur B. Gunnarson of the 
Chamber of Commerce of the United States; 
Secretary—Albert Haring of Indiana Uni- 
versity; Treasurer—Howard Whipple Green 
of Cleveland. The other officers for 1940 who 
were not subject to election in 1939 are: Di- 
rectors—Howard T. Hovde of the University 
of Pennsylvania, William A. Sturm of the 
California State Chamber of Commerce, and 
Malcolm D. Taylor of the University of 
North Carolina. President N. H. Engle be- 
comes a director for 1940 ex-officio. 

Various committees reported in written 
form and orally. The membership received 
these reports and took positive action in the 
case of one committee. It was decided that 
the Committee on Professional Status should: 
(a) have its report accepted with comment 
upon its excellence; (b) continue its work; 
(c) report directly to the Board of Directors 
and the officers of local chapters for comment 
upon progress; (d) report in detail at the 
business meeting of December 1940 after 
circularizing the membership in case positive 
proposals were to be submitted for action. 

A Committee on the Marketing Use of In- 
come Statistics was proposed by Wroe Alder- 
son of the Curtis Publishing Company and 
authorized. In the discussion, President 
Engle suggested that closer cooperation with 
the National Bureau of Economic Research 
and the Social Science Research Council 
might also be appropriate. 


CuapTER ACTIVITIES 
San Francisco Chapter 
The San Francisco Chapter, organized 
February 25, 1937 with a membership of 
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only 5, has a paid membership of 42. The 
Chapter’s Officers for 1939 included: 

President: Dr. H. E. Erdman, Giannini 
Foundation, University of California, Berke- 
ley 

Vice-President: Mr. H. W. David, Lord 
and Thomas, San Francisco 

Secretary-Treasurer: Mr. Wm. A. Sturm, 
Calif. State Chamber of Commerce 

Members appointed by the President on 
the Executive Committee: 

Prof. D. E. Faville, Graduate School of 
Business, Stanford University and 

Mr. L. N. Thompson, Poultry Producers 
of Central California, San Francisco. 

For the current year to date, the Chapter 
held 6 meetings at which the subjects dis- 
cussed and the speakers were: 

Jan. 26—Mr. Allen L. Stanley, Pacific 
Coast Manager, National Advertising Dept., 
Scripps-Howard Newspapers: “An Actual 
Inventory of the Living Habits, Buying 
Habits, and Brand Preferences in Sixteen 
American Cities.”” Mr. Stanley summarized 
the Scripps-Howard “Home Inventory” 
made in 1939 in 53,124 homes which re- 
vealed marked variations in living and buy- 
ing habits in the 16 cities. Attendance, 14. 

Feb. 23—Dr. Wilford L. White, Chief, Di- 
vision of Marketing Research, U. S. Bureau 
of Foreign and Domestic Commerce: “‘Mar- 
keting Research Activities of Manufac- 
turers.”’ This study was made by the Bureau 
in cooperation with the American Marketing 
Association. A summary of this survey was 
released last April and is now available from 
the Bureau. Attendance, 17. 

May 16—Mr. Arthur C. Farlow, Pacific 
Coast Manager, J. Walter Thompson Co.: 
“Modern Advertising Technique Applied to 
a Centuries-Old Industry.” Mr. Farlow de- 
scribed, with appropriate graphic material, 
the development of California’s three year, 
two million dollar WINE ADVERTISING 
PROGRAM. He reviewed the agency’s re- 
search into consumer attitudes, sales poten- 
tials, legislative restrictions, the problems of 
market selection, preparation of copy, dealer 
service, and other phases of the wine cam- 
paign. Attendance, 31. 

July 20o—Mr. F. W. Read, Manager, Stand- 


ardization and Advertising Dept., Calif. 
Fruit Exchange: “‘Advertising as Part of a 
Selling Program.” Mr. Read outlined the 
organization set-up, the distribution meth- 
ods and problems, advertising campaigns, 
and the dealer service program of the Ex- 
change. Attendance, 13. 

Aug. 8—Dr. Hugh E. Agnew, Prof. of 
Marketing, New York University and Dr. 
Ralph S. Alexander, Prof., School of Busi- 
ness, Columbia University. This was a spe- 
cial informal dinner meeting, at which prob- 
lems relating to marketing and advertising 
were discussed. Attendance, 26. 

Nov. 21—Mr. W. H. Bentley and Mr. 
G. R. Barth, frozen food brokers and packers 
representatives and Dr. M. A. Joslyn, Prof. 
of Fruit Technology, College of Agriculture, 
University of Calif. This meeting was de- 
voted to a survey of the development of the 
frosted food industry, its marketing chan- 
nels, sales methods employed, consumer at- 
titudes, and sales potentialities. Mr. George 
Potello, Merchants Ice & Cold Storage Co., 
presented motion pictures on processing 
frosted foods. Attendance, 30. 

A short business meeting was held on the 
evening of Nov. 21. After the Secretary- 
Treasurer’s report, the following officers were 
elected for the year 1940: 

President: Mr. H. W. David, Lord and 
Thomas, San Francisco 

Vice-President: Dr. E. T. Grether, 
nomics Dept., University 
Berkeley 

Secretary-Treasurer: Mr. Wm. A. Sturm, 
Calif. State Chamber of Commerce 

Members appointed by the President on 
the Executive Committee: 

Dr. H. E. Erdman, Giannini Foundation, 
University of California, Berkeley and 

Prof. D. E. Faville, Graduate School of 


Business, Stanford. 


Eco- 


of California, 


PERSONAL NoTEs 


Malcolm D. Taylor was promoted as of 
September 1, 1939, from Associate Professor 
to Professor of Marketing in the School of 
Commerce at the University of North Caro- 
lina. 

The following new members have been 
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welcomed to our group: Roy A. Ballinger, 
Louisiana State University, University, Lou- 
isiana; E. L. Barth, Montgomery Ward & 
Co., Eugene, Oregon; Eugene J. Benge, 
Management Engineer, Chicago, Illinois; 
Victor W. Bennett, University of Maryland, 
College Park, Maryland; Bruce Berckmans, 
Bureau of Foreign and Domestic Commerce, 
Washington, D. C.; Donald F. Blankertz, 
Indiana University, Bloomington, Indiana; 
H. Peter Carstensen, University of Pitts- 
burgh, Pittsburgh, Pennsylvania; Edward G. 
Cole, University of Richmond, Richmond, 
Virginia; N. P. Colwell, Canadian Facts, Reg- 
istered, Toronto, Ontario, Canada; P. W. 
Combs, Sr., University College, Los Angeles, 
California; George Samuel Clyne Crawford, 
Sun Glow Industries, Inc., Mansfield, Ohio; 
Richard L. Davies, Pennsylvania Salt 
Manufacturing Co., Philadelphia, Pennsyl- 
vania; J. Frederick Dewhurst, Twentieth 
Century Fund, New York City; Cornelius 
DuBois, Time, Inc., Rockefeller Center, 
New York City; William L. Doremus, New 
York University, New York City; Robert F. 
Elrick, Blackett-Sample-Hummert Co., Chi- 
cago, Illinois; Edith M. Evans, Indiana 
University, Bloomington, Indiana; Norman 
C. Firth, Dun & Bradstreet, New York, New 
York; Paul Flavin, Blackett-Sample-Hum- 
mert Co., Chicago, Illinois; John H. Fries, 
Kraft Cheese Co., Chicago, Illinois; Werner 
K. Gabler, American Retail Federation, 
Washington, D. C.; M. Gaukerud, Container 
Corp. of America, Chicago, Illinois; H. C. 
Graebner, Westminster College, New Wil- 
mington, Pennsylvania, Frank W. Hankins, 
R. G. E. Ullman Organization, Inc., Phila- 
delphia, Pennsylvania; Kenneth S. Harris, 
Lake Forest College, Lake Forest, Illinois; 
Frank Hemingway, Press-Radio Features, 
Inc., New York City; George F. Henning, 
Ohio State University, Columbus, Ohio; 
Parker M. Holmes, A. C. Nielsen & Co., 
Chicago, Illinois; Elton D. Johnson, East 
Texas State Teachers College, Commerce, 
Texas; Wesley T. Jones, Macfadden Women’s 
Group, New York City; Van W. Kebker, 
University of Kansas, Lawrence, Kansas; 
J. W. Keener, B. F. Goodrich Co., Akron, 
Ohio; Thomas J. Lanheady, Alexander 


Hamilton Institute, New York City; Charles 
E. Lee, Virginia Junior College, Virginia, 
Minnesota; Rensis Likert, Bureau of Agri- 
cultural Economics, U. S. Dept. of Agricul- 
ture; W. D. Lindsey, Oswald Advertising 
Agency, Inc., Philadelphia, Pennsylvania; 
Dean Long, Evansville College, Evansville, 
Indiana; Howard P. Longstaff, University of 
Minnesota, Minneapolis, Minnesota; Robert 
S. Lourie, Browne Vintners Company, Inc., 
New York City; R. M. Lovejoy, University 
of Tulsa, Tulsa, Oklahoma; Mrs. Marion T. 
Lyndon, University of Tennessee, Knoxville, 
Tennessee; C. W. MacKay, Kenyon & Eck- 
hardt, Inc., New York City; Robert C. 
Manhart, University of Missouri, Columbia, 
Missouri; John T. Masten, Hendrix College, 
Conway, Arkansas; Theodore W. Mathews, 
Dean, College of Bus. Admin., Rider Col- 
lege, Trenton, New Jersey; Allen L. Meyer, 
Ohio State University, Columbus, Ohio; 
John T. Morris, Duquesne University, Pitts- 
burgh, Pennsylvania; Jules Nathan, Frank- 
lin Bruck Advertising Corp., New York 
City; Mrs. Charles F. Norton, Transylvania 
College, Lexington, Kentucky; J. L. Ober, 
Scott Paper Company, Chester, Pennsyl- 
vania; Arthur M. Olchin, Western Auto 
Supply Co., Cleveland, Ohio; Norman C. 
Parkin; Raymond A. Peck, Wilson Lee Co., 
Hamden, Connecticut; J. M. Plummer, 
Leeds & Northrup Co., Philadelphia, Penn- 
sylvania; Edward Raynolds, J. Walter 
Thompson Co., New York City; James D. 
Scott, Hobart College, Geneva, New York; 
Alfred L. Seelye, University of Kansas, 
Lawrence, Kansas; Luther Sharp, Agricul- 
tural Trade Relations, Inc., Dallas, Texas; 
William J. Shine, Ross Federal Research 
Corp., New York City; Miss Aurilla Smith, 
Northwest Marketing Service, Minneapolis, 
Minnesota; Homer M. Snow, McCall Cor- 
poration, New York City; Charles M. 
Sparkes, Bryant & Stratton Commercial 
School, Boston, Massachusetts; Frank H. 
Sparks, University of Southern California, 
Los Angeles; Arthur L. Strang, Colorado 
Fuel & Iron Corp., Denver, Colorado; Eric 
E. Sundquist, Daniel Starch, Inc., New 
York City; Jettie Turner, Bureau of Foreign 
& Domestic Commerce, Washington, D. C.; 
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Edgar Steele, Daniel Starch, Inc., New York 
City; Dean Arthur M. Weimer, School of 
Business, Indiana University, Bloomington; 
George Wells, Continental Can Co., Inc., 
Malden, Massachusetts; George J. Wing, 
A. C. Nielsen Co., Evanston, Illinois; F. J. 
Young, Lever Brothers Company, Cam- 
bridge, Massachusetts. 


PUBLICATIONS 


“Merchandising by Farmers,” a new pam- 
phlet published by the Farm Credit Admin- 
istration, can be obtained without charge by 
members by addressing an individual re- 
quest to the Director of Information, Farm 
Credit Administration, Washington, D.C. 

















Ask WOR for your copy of “Hand to Mouth” 


... the most complete, impartial, 
timely study of Food and Radio 
offered by any station anywhere 


In “Hand to Mouth” WOR impartially reports 
the answers of Metropolitan-New York's top- 
flight food brokers, grocers and supermarket 
operators to such questions as... 


*%& What type of advertising (more than any 
other) do you believe most effective for a well- 
established grocery store product? 


% What type of advertising (more than any 
other) would you recommend for a new grocery 
store product? 


*% Have you ever stocked new brands or prod- 
ucts because of customer demand traceable to 
advertising? If so, what form of advertising has 
been most effective in building this demand? 


*% What radio station is the best buy for a food 
advertiser? 


Here are but four of the many vital questions 
answered frankly and completely by men who 
are playing an increasingly important role in 
the distribution and sale of branded and un- 
branded products. Here, too, is the answer to 
that ever-pertinent question—“What form of 
advertising do customers mention most?” 


How large was the sample selected by the firm 
which did this job for WOR? How was the 
sample selected? What territory did it cover? 
What were the types of stores, food brokers and 
supermarket operators selected? Why? When? 
How important is the consumer point of view? 
All these questions and many more are im- 
partially thrust into the spotlight in the pages 
of “Hand to Mouth”. 


Here is a book that belongs on the desk of every 
marketing man, whether he be engaged in the 
study of grocery products and their movement, 
or any product which ultimately finds its way to 
the consumer 


Your copy of “Hand to Mouth” will be sent 
without charge by addressing—Research Divi- 
sion, WOR, 1440 Broadway, in New York. 
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